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2015 IN REVIEW 


Net Sales and Revenues (MM) 





537.795 $36,067 $28,863 Worldwide net sales and 


revenues decreased 20% in 
2015 vs. 2014 mainly due 
to lower equipment sales. 
Financial Services revenues 
rose to $2.59 billion. 


2013 2014 2015 





Shareholder Value Added* (SVA) (MM) 





$3,390 $2,694 $774 Solid profits, plus the disciplined 


use of assets and the skillful 
execution of business plans, 
yielded another year of positive 
SVA performance. SVA represents 
operating profit less an implied 
charge for capital. 


2013 2014 2015 


* Non-GAAP financial measure. See page 15 for details. 





Dividends Declared (U.S. dollars per share) 


<¢ About the cover: 


“Feet on the Ground” refers to John Deere’s drive for operational excellence and 
distinctive levels of quality in all products, including the new 9620RX 4-track 

tractor shown. “Eyes on the Horizon” means looking ahead and making the investments 
necessary to help meet the world’s growing need for food, shelter, and infrastructure. 





2015 
$2.40 








Net Income* (MM) 





$3,537 $3,162 $1,940 Net income was down 


39% to $1.94 billion 
but still represented 
the sixth-highest total 
in company history. 


2013 2014 2015 


* Net income attributable to Deere & Company. 





Capital Expenditures + Research & Development (MM) 





$2,609 $2,456 $2,080 


$1,477 R&D Spending 
$1,132 Capital Expenditures 


2013 2014 2015 








Combined R&D expense and capital expenditures totaled 
$2.1 billion, demonstrating Deere’s commitment to advanced 
products, new technologies, and efficient manufacturing 
capacity. The lower level of capital spending follows several 
years of heavy investment in global production capacity 
and cleaner-burning engines. 


Deere has boosted its quarterly dividend rate 12 times 
since 2004, to the current level of 60 cents per share. 
Over this time, the company returned roughly 65% 

of cash flow from equipment operations to investors 
through dividends and net share repurchases. 


CHAIRMAN’S MESSAGE 


Weathering Challenging Conditions, 
Deere Achieves Solid Results 


John Deere in 2015 demonstrated its ability to deliver sound 
performance in the midst of a severe downturn in the global 
agricultural sector. Our results, though well below levels of 2014 
and other recent years, reflected the skillful execution of our 
business plans and our success controlling costs and asset levels. 
As a result, the company was able to post solid profits ina 
challenging environment while continuing to lay the groundwork 
for expanding our customer base in the future. 


For the fiscal year, Deere reported income of $1.94 billion on net 
sales and revenues of $28.9 billion. This represented a 39 percent 
decline in earnings and 22 percent lower net sales. Earnings per 
share were down less than the decline in earnings, by 33 percent, 
reflecting the impact of fewer shares outstanding due to 
continued share repurchases. 


The year’s results produced healthy levels of economic profit, or 
Shareholder Valued Added* (SVA), meaning that operating profit 
stayed above the cost of capital. SVA is the primary measure 
used in managing the company and making investment decisions. 
Since 2004, the company has generated economic profit 
totaling almost $20 billion. 


SVA was $774 million while consolidated cash flow from 
operations totaled $3.74 billion. In addition to funding important 
projects, these dollars helped us pay a record amount in 
dividends to our investors and continue with an aggressive share- 
repurchase program. Deere has increased the quarterly dividend 
rate more than five-fold since 2004 and reduced the number 

of shares outstanding by more than one-third. 


In addition, the company maintained its strong financial 
condition. At year-end, Deere’s equipment operations carried 
nearly $3 billion of cash with relatively little debt. Our financial 
services operation remained conservatively capitalized and 
continued to benefit from outstanding credit quality. 


BROAD LINEUP MAKING IMPACT 
Though its profits were lower, the Agriculture and Turf (A&T) 
division remained solidly profitable, with an operating margin 





of 8 percent and return on operating assets of 16 percent. 


The 944K hybrid wheel loader advances Deere’s lineup of production-class 
machines. Its 536-horsepower engine with hybrid-electric drive differentiates 
the 944K, helping deliver up to 40 percent fuel savings compared with 
conventional drivetrains. 


* SVA and OROA, referred to throughout this report, are non-GAAP financial measures. See page 15 for details. 3 
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These results were achieved in spite of a sharp decline in the sale 
of some of our most profitable models of equipment. During the 
year, Deere’s largest division brought important products to 
market and continued to broaden its customer base. The division 
also benefited from growth in the sale of certain models of 
small tractors and turf equipment. 


Demand for products from the Construction and Forestry (C&F) 
division weakened during the year, resulting in lower sales and 
earnings. Still, C&F had a company-leading operating margin of 
nearly 9 percent. Further, the division introduced additional 
models of equipment for large contractors and completed the 
first full year of operation at its new factories in Brazil. 


Financial Services had record profits while financing the purchase 


of roughly half of the new equipment sold by Deere during the year. 


Introduction of new M-Series tracked and L-Series wheeled forestry machines 
(843L feller buncher with 848L skidder in background) capped Deere’s 
largest new-product investment in its forestry operations in recent years. 





Net income climbed to $633 million with the average loan 
portfolio edging higher. The provision for credit losses equaled 
a little more than a dollar for each $1,000 of portfolio value, 
a sign of strong credit quality. 


CREATING A DURABLE BUSINESS MODEL 

In relation to the farm economy’s robust years earlier in the 
decade, the current downturn has been quite dramatic. 
Since peaking in 2013, industry sales of large agricultural 
equipment in the United States have fallen more than 

60 percent. Deere’s total equipment sales have declined more 
than 25 percent from their high. Last year’s sales decline 

was the company’s largest in percentage terms since the 1930s 
and the largest-ever in dollars. 


Even so, Deere reported the sixth-highest level of equipment 
sales and earnings in its history. This kind of performance 
highlights the continuing success of our efforts to create 
a more durable business model and cultivate a wider range of 


revenue sources. In 2015, we reduced selling, administrative, 
and general costs by $400 million and held the line on research 
and development expense. We also did a good job managing 
receivables and inventories, especially in the agriculture and turf 
operations. In addition, our performance showed the value 

of having a well-rounded business lineup, which goes beyond 
large tractors and combines. Company results were supported 
by the sale of smaller tractors, hay and forage equipment, 


commercial worksite products, turf equipment, and service parts. 


GLOBAL TRENDS GUIDING PLANS 

Longer term, our confidence in Deere’s future remains 
undiminished. While farm cycles come and go, world demand 
for grain and oilseeds has proved to be remarkably consistent, 
increasing in all but two of the last 40 years and more than 
doubling over the period. At the same time, trends such as 
increased urbanization point to continuing growth in the need 
for shelter and infrastructure. 


These favorable prospects lie at the heart of our growth plans 
and our belief that Deere’s businesses will benefit from demand 
for productive equipment and advanced services well into the 
future. Given this positive long-term outlook, there is no reason 


a slowdown in the farm economy — something we've weathered 
and overcome many times in the past — should hinder our 
longer-term drive for higher sales and a larger market presence 
throughout the world. 


PURSUING A FAR-REACHING STRATEGY 

Deere’s far-reaching operating strategy made further progress 
in 2015. Captured in the phrase “Feet on the Ground, Eyes on 
the Horizon,” the plan emphasizes managing safe, efficient 
operations; providing high-quality, advanced products; and 
investing to expand our competitive position in key markets. 


The company is reinforcing its strategic plan by placing a more 
intense focus on quality and innovation. We are doing so 
because products of exceptional quality often earn higher levels 
of customer satisfaction and claim a larger share of the market. 


Similarly, when products come to market whose innovative 
features transform an industry category — as Deere has done 
in recent years with cotton pickers, sprayers, and planters — 


Designed primarily for paddy-rice fields, the new 3036E tractor supports 
Deere’s growth plans in Southeast Asia. The machine is lightweight, fuel-efficient, 
and easy to operate, all keys to winning market share in the region. 
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a strong customer response typically follows. Last year, the 
company’s sweeping distinctive-quality effort made important 
gains toward achieving targeted quality levels by the end 

of 2016. We've had particular success improving our ability 

to identify and address quality issues before products leave 
the factory floor. 


During the year, Deere’s achievements in innovation won 
arecord 13 gold and silver medals at a leading European 
farm show. We also received an unprecedented 13 awards for 
innovation and engineering advancement from a respected 
U.S. technical society. The company has a proud legacy in 
quality and innovation. However, it’s imperative we take our 
performance to the next level in support of our plans for 
improved growth and profitability. 


The company continued to re-evaluate its business portfolio in 
2015, narrowing its focus on businesses that we believe will 
have the greatest impact on our growth goals. During the year, 


we completed the sale of our crop insurance unit. This follows 
earlier decisions to exit the water, landscapes, and wind-energy 
businesses. 


Late in the year and in early fiscal 2016, we announced a joint 
venture and two acquisitions that will strengthen our position 
in precision farming, a field likely to play a major role in 

our industry’s future. The transactions involve two planter 
companies and a software-development firm. 


ADVANCED NEW PRODUCTS WINNING CUSTOMERS 

In 2015, the company continued with an extensive launch 

of new products that feature improvements in power, comfort, 
performance, and emissions control. Highlighting new 
agricultural equipment were four models of our first-ever line 


The new 9009A rough mower fills out the lineup of machines needed 
by golf courses globally. With its five independent rotary decks, the 9009A 
positions Deere to participate in more bids and capture additional business. 
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of powerful four-track tractors and a new line of round balers, 
as well as productive forage harvesters and a small tractor for 
paddy-rice applications in Asia. 


To serve the needs of large contractors, our construction and 
forestry division introduced a hybrid-electric four-wheel-drive 
loader that sets the standard for efficiency. Our forestry 
operations marked Deere’s 50th year in the skidder business 
with an all-new line of skidders, as well as harvesters and 
feller bunchers. 


In order to help customers get the most value from their 
investment in our products, the company took further steps to 
strengthen its world-class parts-distribution system. During 
the year, we doubled the size of our distribution center in Brazil, 
officially opened a new facility in India, and reconfigured our 
warehouse in Russia. 


Deere augmented its global financing capabilities by 
establishing a retail-financing presence in Austria, Czech 
Republic, Croatia, and Bolivia. With these moves, the company 
now offers competitive financing to its customers in 

49 countries. 
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Economical tractor and hay baler combinations like this 5085E tractor 
and 459E round baler are helping John Deere dealers capture 

market share by reaching new customers. The machine setup meets 
the needs of many small livestock producers and hay growers. 





CITIZENSHIP EFFORTS MAKING A DIFFERENCE 

Long a cornerstone of John Deere’s success, our citizenship 
efforts continued making a meaningful impact in 2015. 
Total company and Deere foundation support of citizenship 
activities, whose focus includes solutions for world hunger, 
improved educational opportunities, and economic 
development, approached $30 million. 


John Deere employees continued to enrich their communities 
through extensive volunteer efforts that are becoming 

more global in scale and saw significant expansion in Brazil 
and India. Employee volunteer hours increased by more than 
20 percent for the year, exceeding 100,000 for the first time. 


In one highlight, a community improvement program led by 
the Deere foundation was launched in a historic neighborhood 
of Moline, Illinois. Based on a model used in company 
communities in Brazil and India, the project encourages a 
collaborative approach to revitalization, business development, 


Guidance, section control, and variable-rate seeding are precision agriculture 
technologies that are changing how customers plant their crops. As a result, 
growers save on seed and get crops planted more accurately, helping boost yields. 
Announced acquisitions should accelerate adoption of these technologies globally. 


and improved employment opportunities. In all, it is estimated 
that more than 15 million people saw direct benefit from the 
company’s citizenship activities in 2015. 


Responsible citizenship is also reflected in our efforts to protect 
the well-being of employees and safeguard the environment. 
Deere maintained its exemplary safety record with over half of 
our locations reporting no lost-time incidents during the year. 
Both recordable injuries and those resulting in time away 
from work remained at or near all-time lows. 


On the environmental side, we exceeded our goal of recycling 
75 percent of waste from our manufacturing facilities three 
years ahead of the 2018 target date. Due to lower factory 
volumes, we were challenged to make further progress on our 
goals of reducing water and energy use and greenhouse gas 
emissions by 15 percent relative to production. One illustration 
of our commitment to lower greenhouse gas emissions is a 
new solar-energy unit at our cab factory in Bruchsal, Germany. 
It provides roughly 10 percent of the power needs of the factory 
and nearby parts warehouse. 


In other milestones, Deere again appeared in a prominent listing 
of most-ethical companies, was featured in Fortune magazine's 
review of most-admired companies, and was recognized for 
having one of the world’s 100 most-valuable brands. 


In addition, we were cited as one of America’s top employers 
by Forbes and named to listings of best places to work 

in Mexico, Spain, and Luxembourg. These are further 
acknowledgements of our ability to attract and develop 
top employee talent. 


INSPIRING UNITY AND PURPOSE 

Although John Deere faces challenging conditions in the year 
ahead, we firmly believe the company is on track for long- 
term growth and success. Thanks to the tireless efforts of 
employees, dealers, and suppliers everywhere, we are making 
steady gains in helping meet the world’s growing need 

for advanced equipment and solutions and providing value 
to our customers each and every day. 





Deere’s senior management team is shown in front of a 6195R tractor at 
company headquarters in Moline, Illinois. From left: Jim Field, Mark von Pentz, John May, 
Max Guinn, Mary Jones, Jean Gilles, Sam Allen, Mike Mack, and Raj Kalathur. 


At the same time, we're confident our actions to develop a 
more durable business model will allow the company to continue 
delivering solid results even in a depressed farm economy. 


On visits to company locations throughout the world in 2015, 

| was reminded time and again of the pride that our employees 
and other stakeholders share in being associated with John Deere. 
This pride has inspired a sense of unity and purpose that 
transcends the bounds of language, culture, and nationality. 

It also gives our company a powerful competitive advantage in 
building its brand and attracting new customers. 


All this reinforces my conviction that by working together we 
can overcome present challenges, seize the great opportunities 
the future holds, and leave no doubt that John Deere’s best days 
are still to come! 


On behalf of the John Deere team, 


Ba) Cen 


Samuel R. Allen 
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CONVERSATION WITH THE CHAIRMAN 


Sam Allen: 
Deere Positioned 
For Future Kecovery 


In spite of challenging market 
conditions, Deere had solid 
results in 2015 and continued 
to lay the groundwork for 
longer-term success. In this 
interview, Deere Chairman and 
CEO Sam Allen discusses the 
company’s recent performance 
and its focus on making 

the investments in capacity, 
quality, and innovation that 
will help address the world’s 
need for productive equipment 
in the future. 


How would you characterize Deere’s 
performance in 2015? 


We had a really good year when you 
consider the economic headwinds we 
were dealing with. But, of course, that’s 
exactly the kind of challenging situation 
our operations have been preparing for. 


The large-ag market in North America 
has dropped over 50 percent in the last 
couple of years. That’s generally our 
leading source of profits. Yet we still 
had our sixth-best year in equipment 
sales and earnings. Deere never earned 
more than $1.9 billion — what we made 
last year — prior to 2008. 


That tells you something about how far 
the company has come in strengthening 
its business model. 


How have we accomplished that? 


We’ve established a more variable cost 
structure, for one thing. That, coupled 
with an improving ability to match 
factory production with customer orders, 
has made a big impact. The key is being 
able to anticipate changes in demand far 
enough in advance to make the necessary 
adjustments. 


Our forecasting ability is getting better 
all the time. Net income last year equaled 
our original forecast, though we proved 
too optimistic on sales, especially 

for construction equipment. 


Another factor is having an organization 
that is highly aligned in relation to our 
goals. Employees have a clear idea of 
where we’re headed and what is expected 
of them. They believe in the company 
and are deeply committed to its success. 
Such constancy of purpose has a positive 
effect on performance. 


Deere adopted a corporate strategy 
for the period 2010-18 calling for 

a significant increase in sales and 
profitability. How would you assess 
our progress? 


We've done well improving overall 
profitability, especially return on sales, 
throughout the business cycle. Our goal 
was to establish a cost structure capable 
of producing a 12 percent operating 
margin at mid-cycle sales and we're 
confident we've accomplished that. 


We haven't made as much headway on 
asset turns, which we’d like to improve to 
2.5 times. However, we're confident we 
can reach the goal, or be very close, by 
the 2018 target date. Also, over a longer 
period, the company has made definite 
strides managing asset levels. 


Concerning sales, we'll likely come up short 
of our objective of $50 billion for mid-cycle 
sales by 2018. The market opportunity we 
envisioned in 2010 has gone down in size 
due to issues like political instability in 
Russia and slower growth in China and 
Brazil. Also, we haven't gained all the 
market share we anticipated. That’s one 
of the things our quality and innovation 
initiatives are addressing. 


All in all, though, the strategy has 
resulted in stronger performance. 
Our recent results are proof of that. 


What does precision agriculture 
mean to Deere? 


Deere has been building a leadership 
position in precision agriculture since the 
introduction of yield monitors and 
automatic guidance equipment starting 
in the late 1990s. However, the pace has 
really quickened in the last few years. 


Technology has evolved to a point that 
today our customers can see real-time 
information about crop yield, moisture 
content, or seeding singulation and 
population, among other variables, from 
the seat of their tractor or combine, or 
even from their office. This information 
can be used to create planting and 
spraying prescriptions or make other 
agronomic decisions. 


Precision-farming tools provide customers 
with information to be more profitable 
and productive. They also help differentiate 
Deere’s products and services and 

could well open the door to new revenue 
streams for the company. 


We believe the announced acquisitions 
of Monosem and Precision Planting, 

as well as the Sagelnsights joint venture, 
will give us even more momentum in 

the precision-ag field. 


When do you see a rebound in store 


for the agricultural sector? 


Nobody knows the answer, but we do 
know the current downturn is about 

too much supply, not too little demand. 
We've had bumper crops on a global scale 
for several years now, which has caused 
prices for grains and oilseeds to move 
lower. Demand, however, has continued 
to grow as it does almost every year. 


It’s important to understand that 
today’s crop surplus is not excessive and 
could be absorbed pretty fast in case 

of a widespread drought or other event 
that disrupts production. If that were 

to happen, you can bet it would have a 
positive, and likely rapid, impact on 
commodity prices and farm incomes. 





Another consideration is that Deere 

sales rarely drop more than two years in a 
row and, according to our records that 
go back about 80 years, have never done 
so for more than three. While history 
isn’t always predictive, it suggests these 
things typically sort themselves out in 

a reasonably short period of time. 


Whatever the case, we're continuing to 
refine our cost and asset structure with an 
eye toward achieving good returns, even 

in weak markets. At the same time, we’re 
confident the investments we've made in 
global capacity, product support, distinctive 
quality, and advanced technology will 
have a big impact on our performance 
when markets resume their growth. 


1] 
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2015 HIGHLIGHTS 


DEERE & COMPANY ENTERPRISE 
$3,390 


SVA* (MM) 


— Net sales and revenues decline $2,694 $774 


to $28.9 billion, down 20%. 


— Earnings hit $1.94 billion, 
sixth-best in company history, 
but well below prior-year level. 


— SVA declines on lower profits, 
but remains firmly positive. 





— Cash flow from operations 





continues to be strong, 
at $3.74 billion, up 6% over 
previous year. 


2013 2014 2015 


— Capital expenditures decline significantly, to $655 million, 
following several years of heavy investment in additional 
worldwide production capacity and cleaner-burning engines. 


— Combined dividend payments and share repurchases hit 
record $3.59 billion; dividends paid increase 4%. Number of 
shares repurchased during year reaches nearly 32 million, 
bringing total bought back since 2004 to more than 
240 million. 





* SVA is a non-GAAP financial measure. See page 15 for details. 


EQUIPMENT OPERATIONS 


— Operating profit slips to 
$2.18 billion, down from 
$4.30 billion in 2014. 


— Strengthening a key 
differentiator, A&T bolsters 
dealer capabilities in precision 
agriculture; C&F focuses 
on dealer support for large, 
production-class equipment. 


— Deere and United Auto 2013 2014 2015 
Workers reach agreement 
on six-year labor contract 
affecting about 10,000 Deere 
manufacturing employees at factories 
in Illinois, lowa, and Kansas. 


SVA (MM) 


$3,147 $2,437 $516 





















— While helping meet global emissions 
regulations, company’s engine business 
provides a competitive advantage 
for Deere machines. 
Example: 7310R tractor 
sets new fluid-efficiency 
record among high- 
horsepower tractors 
of its class at industry 
test site in Germany. 


With the expansion of the parts distribution center in Campinas, Brazil, 
Deere nearly doubled its parts distribution capacity in the region 

while adding a state-of-the-art training facility. The center aims to help 
differentiate Deere and its dealers through exceptional customer support. 
Parts facilities were also upgraded in India and Russia. 


AGRICULTURE & TURF 


— Sales fall 25% amid weakening 
demand for equipment 
and unfavorable effects of 
foreign-currency translation. 


SVA (MM) 
$3,215 $2,231 $428 


— Operating profit decreases to 
$1.65 billion, from $3.65 billion 
a year earlier. 





— Division continues growth in 
Asia, filling large-equipment [ 
orders in China for U.S.-built 2013 2014 2015 
cotton harvesters and combines; 
also introduces light-weight, low-cost tractor for rice farmers 
in Southeast Asia. 





— Focused on precision agriculture, company agrees to purchase 
European planter manufacturer Monosem and agricultural- 
technology provider Precision Planting. Deere also forms joint 
venture to help customers better manage data. 


— Deere receives record three gold and 10 silver medals at 
Germany’s Agritechnica, the world’s largest agricultural trade 
show. The event, held every two years, showcases innovation. 
Company also is awarded gold and silver medals at leading 
international agribusiness show in France. 





Deere earns an Agritechnica gold medal 
for cut-control technology on its 8000 
Series forage harvesters; advancements in 

= spout control are awarded a silver medal. 






CONSTRUCTION & FORESTRY SVA (MM) 


— Sales slide 9% due mainly $(68) $206 $88 
to lower shipment volumes 
and unfavorable effects of 
foreign-currency translation. 


— Operating profit drops 
to $528 million, from 
$648 million in 2014. 


— Lower profit triggers decline 
in SVA, to $88 million. 


— Supporting growth outside mill os 
U.S. and Canada, division 


introduces China-built loaders for Latin American markets and 
excavators for Russian and Chinese markets. 








— C&F introduces forestry skidders, wheeled and tracked feller 
bunchers, and tracked harvesters, part of company’s largest 
forestry product introduction and biggest forestry investment 
since Timberjack acquisition in 2000. 





— An example of advanced technology 
being integrated into company 
products, forestry customers can 
now benefit from TimberNavi 
jobsite mapping; feature 
improves loggers’ productivity 
and efficiency. 








Deere introduced six new backhoe loaders, 
including the 310L shown. A heavy-lift model 
boasts significantly more craning capability, 
attracting new buyers 
to the Deere line. 


Unless otherwise indicated, all capitalized names of products and services are trademarks or service marks of Deere & Company. 13 


14 


FINANCIAL SERVICES SVA (MM) 


— Net income climbs to record $633 $243 $257 $258 
million, benefiting from growth in 
the average portfolio and a gain on 
sale of the crop insurance business. 


— SVA also reaches new high of $258 
million, due to increased profit. 


— Provision for credit losses remains 
historically low, at 0.13% of 
average portfolio, well below 
10- and 15-year averages. 





2013 2014 2015 
- To facilitate sales, division begins 


offering retail financing to John Deere customers in Austria, Croatia, 
Czech Republic, and Bolivia; brings number of countries served to 49. 


— Division's China leasing company recognized at China Leasing Summit 
as equipment-leasing company of the year for its commitment to 
innovation. 


— For second year, Great Places to Work Institute recognizes division’s 
Luxembourg bank as one of the country’s best employers; the bank is 
division’s headquarters for its operations in Europe. 


7-YEAR CUMULATIVE TOTAL RETURN 


Deere compared to S&P 500 Index and S&P 500 Construction & Farm Machinery Index 


















































$300 
$250 
$200 
$150 
$100 
$50 
$0 
2008 2009 2010 2011 2012 2013 2014 2015 
—@— Deere & Company —a— S&P 500 Construction & Farm Machinery —— S&P 500 
At October 31 2008 2009 2010 2011 2012 2013 2014 2015 
Deere & Company $100.00 $121.55 $208.86 $210.36 $242.20 $237.50 $254.58 $238.68 
S&P Con & Farm Mach $100.00 $138.33 $219.12 $240.40 $234.38 $253.90 $299.58 $221.45 
S&P 500 $100.00 $109.80 $127.94 $138.29 $159.32 $202.61 $237.60 $249.95 


The graph compares the cumulative total returns of Deere & Company, the S&P 500 Stock Index, and the S&P 500 
Construction & Farm Machinery Index over a seven-year period. It assumes $100 was invested on October 31, 2008, 
and that dividends were reinvested. Deere & Company stock price at October 31, 2015, was $78.00. 


The Standard & Poor's 500 Construction & Farm Machinery Index comprises Deere (DE), Caterpillar (CAT), 
Cummins (CMI), Joy Global (JOY), and Paccar (PCAR). The stock performance shown in the graph is not intended to 
forecast and does not necessarily indicate future price performance. 


Copyright © 2015 Standard & Poor's, a division of The McGraw-Hill Companies, Inc. 
All rights reserved. (www.researchdatagroup.com/S&P.htm). 





SVA: FOCUSING ON GROWTH AND SUSTAINABLE PERFORMANCE 


Shareholder Value Added (SVA) — essentially, the difference between operating profit and 
the pretax cost of capital — is a metric used by John Deere to evaluate business results 
and measure sustainable performance. 


To arrive at SVA, each equipment segment is assessed a pretax cost of assets — 
generally 12% of average identifiable operating assets with inventory at standard 
cost (believed to more closely approximate the current cost of inventory and the 
company’s related investment). The financial services segment is assessed a cost of 
average equity — approximately 15% pretax. 


The amount of SVA is determined by deducting the asset or equity charge from 
operating profit. 
Additional information on these metrics and their relationship to amounts presented 


in accordance with U.S. GAAP can be found at our website, www.JohnDeere.com. 
Note: Some totals may vary due to rounding. 









































DEERE EQUIPMENT OPERATIONS CONSTRUCTION & FORESTRY 

$MM unless indicated 2013-2014 2015 $MM unless indicated 2013 2014 2015 
Net Sales SYA IE) SyaG Keyl YAS) 7/55 Net Sales 5,866 6,581 5,963 
Operating Profit 5,058 4,297 2177 Operating Profit 378 648 528 
Average Assets Average Assets 

With Inventories @ Std Cost 15,924 15,493 13,840 With Inventories @ Std Cost 3,713 3,680 3,667 

With Inventories @ LIFO 14,569 14,113 12,491 With Inventories @ LIFO 3,466 3,445 3,435 
OROA % @ LIFO 34.7 30.4 17.4 OROA % @ LIFO 10.9 18.8 15.4 
Asset Turns (Std Cost) 2.20 2.13 1.86 Asset Turns (Std Cost) 1.58 1.79 1.63 
Operating Margin % x14.45 x13.04 x845 Operating Margin % x6.44 x9.85 x8.85 
OROA % @ Standard Cost 31.8 27.7 15.7 OROA % @ Standard Cost 10.2 17.6 14.4 
$MM 2013. «2014 ~=2015 SMM 2013-2014 2015 
Average Assets @ Std Cost 15,924 15,493 13,840 Average Assets @ Std Cost Sills) Sifetshe) —s\feyey7/ 
Operating Profit 5,058 4,297 2,177 Operating Profit 378 648 528 
Cost of Assets -1,911 -1,860 -1,661 Cost of Assets 446-442 -440 
SVA 3,147 2,437 516 SVA -68 206 88 




















To create and grow SVA, Deere Equipment Operations 


are targeting an operating return on average operating FINANCIAL SERVICES 
assets (OROA) of 20% at mid-cycle sales volumes and 


















































equally ambitious returns at other points in the cycle. 2MMIMOleSsindleated 201 220i 20s 
(For purposes of this calculation, operating assets Net Income Attributable 
are average identifiable assets during the year with to Deere & Company 565 624 633 
inventories valued at standard cost.) Average Equity 4,073 4,575 4,655 
ROE % Bo 13.6 13.6 
AGRICULTURE & TURF aM 2022 eS 
$MM unless indicated 2013, 2014 ~=—.2015 Operating Profit 870 921 963 
Net Sales 29,132_26,380 19,812 Average Equity SHOVE) Rusia) Gres 
Operating Profit 4,680 3,649 1,649 Operating Profit B70" “22, “As 
Average Assets Cost of Equity 7627-664 = -705 
With Inventories @ Std Cost 12,211 11,813 10,173 SVA 243257 258 
With Inventories @ LIFO 11,103 10,668 9,056 The Financial Services SVA is calculated on a pretax basis. 
OROA % @ LIFO 42.2 34.2 18.2 
Asset Turns (Std Cost) 2.39 2.23 1.95 
Operating Margin % x16.06 x13.83 x8.32 
OROA % @ Standard Cost 38.3 30.9 16.2 
$MM 2013 2014 =2015 
Average Assets @ Std Cost Ali) 1G 1/3} 
Operating Profit 4,680 3,649 1,649 
Cost of Assets -1465 -1418  -1,221 
SVA 3,215: 2,231 428 
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LEADERSHIP TEAM 


Positions as of December 3], 2015 


SAMUEL R. ALLEN (40) 
Chairman and Chief Executive Officer 


JEAN H. GILLES (35) 

Senior Vice President, John Deere Power Systems, 

Worldwide Parts Services, Advanced Technology & Engineering, 
and Global Supply Management & Logistics 


MARY K.W. JONES (18) 
Senior Vice President and General Counsel 


RAJESH KALATHUR (19) 
Senior Vice President and Chief Financial Officer 


KIMBERLY K. BEARDSLEY (25) 
Vice President, Worldwide Parts Services 


MARGARET A. CURRY (effective April 1, 2015) 
Vice President, Taxes 


PIERRE J. GUYOT (17) 
Vice President, Global Supply Management & Logistics 


MATTHEW G. HANEY (2) 
Vice President and Deputy General Counsel, and 
Chief Counsel, Financial Services Division 


MICHAEL A. HARRING (31) 
Vice President and Deputy General Counsel, North America 


KLAUS G. HOEHN (23) 
Vice President, Advanced Technology & Engineering 


MARC A. HOWZE (14) 
Vice President, Global Human Resources and 
Employee Communications 


RENEE A. MAILHOT (24) 
Vice President and Chief Compliance Officer 


BRADLEY D. MORRIS (38) 
Vice President, Labor Relations 


GREGORY R. NOE (22) 
Vice President and Deputy General Counsel, International 


LUANN K. RICKERT (36) 
Vice President, Internal Audit 


THOMAS C. SPITZFADEN (36) 
Vice President and Treasurer 


CHARLES R. STAMP, JR. (16) 
Vice President, Public Affairs Worldwide 


JOHN H. STONE (13) 
Vice President, Corporate Strategy & Business Development 


JAMES E. TEMPERLEY (39) 
Vice President and Comptroller 


JEFFREY A. TRAHAN (23) 
Vice President, Pension Fund & Investments 


PATRICK W. WEBBER (38) 
Vice President, Information Technology 





TODD E. DAVIES (25) 
Corporate Secretary and Associate General Counsel 
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WORLDWIDE AGRICULTURE & TURF DIVISION 


JAMES M. FIELD (21) 
President, Americas, Australia, and Global Harvesting 
and Turf Platforms 


JOHN C. MAY (18) 
President, Agricultural Solutions, and 
Chief Information Officer 


MARKWART VON PENTZ (25) 
President, Europe, Asia, Africa, and Global Tractor Platform 


BERNHARD E. HAAS (29) 
Senior Vice President, Global Tractor Platform 


JOHN D. LAGEMANN (33) 
Senior Vice President, Sales & Marketing, 
Americas and Australia 


CORY J. REED (17) 
Senior Vice President, Intelligent Solutions 


RANDAL A. SERGESKETTER (35) 
Senior Vice President, Global Crop Harvesting Platform 


WORLDWIDE CONSTRUCTION & FORESTRY DIVISION 


MAX A. GUINN (35) 
President, Worldwide C&F, Labor Relations, and Security 


BRIAN J. RAUCH (21) 
Senior Vice President, 
Engineering, Manufacturing, and Supply Management 


DOMENIC G. RUCCOLO (25) 
Senior Vice President, Sales & Marketing 


WORLDWIDE FINANCIAL SERVICES DIVISION 


MICHAEL J. MACK (29) 
Group President, Financial Services Division, 
Human Resources, and Public Affairs 


BRET C. THOMAS (2) 
Executive Vice President, Global Operations 


DAVID C. GILMORE (25) 
Senior Vice President, U.S., Canada, Australia, and New Zealand 


MICHAEL J. MATERA (7) 
Senior Vice President, International Finance 


LAWRENCE W. SIDWELL (16) 
Senior Vice President, Global Credit & Risk 


ANDREW C. TRAEGER (17) 
Senior Vice President and Finance Director 





Figures in parentheses represent complete years of company service through December 31, 2015. 


BOARD OF DIRECTORS 


Positions as of December 31, 2015 


From left: Thomas H. Patrick, Richard B. Myers, Dmitri L. Stockton, Crandall C. Bowles, Vance D. Coffman, 
Samuel R. Allen, Sheila G. Talton, Charles O. Holliday, Jr., Dipak C. Jain, Gregory R. Page, Sherry M. Smith, 
Clayton M. Jones, Michael O. Johanns, and Joachim Milberg at Deere & Company World Headquarters. 


SAMUEL R. ALLEN (6) 
Chairman and Chief Executive Officer, 
Deere & Company 


CRANDALL C. BOWLES (19) 
Director, The Springs Company 
Asset management 


VANCE D. COFFMAN (11) 
Retired Chairman, Lockheed Martin Corporation 
Aerospace, defense, and information technology 


CHARLES O. HOLLIDAY, JR.* (8) 
Chairman, Royal Dutch Shell plc 
Oil, gas, oil products, and chemicals 


DIPAK C. JAIN (13) 

Director, Sasin Graduate Institute 

of Business Administration 
International graduate business school 


MICHAEL O. JOHANNS (effective January 8, 2015) 


Former U.S. Senator, U.S. Secretary of Agriculture 
and governor of Nebraska 


* Directors not standing for reelection in 2016. 


CLAYTON M. JONES (8) 
Retired Chairman, Rockwell Collins, Inc. 
Aviation electronics and communications 


JOACHIM MILBERG* (12) 

Retired Chairman, Supervisory Board, 
Bayerische Motoren Werke (BMW) AG 
Motor vehicles 


RICHARD B. MYERS* (9) 

Retired Chairman, Joint Chiefs of Staff 
Retired General, United States Air Force 
Principal military advisor to the President, 
the Secretary of Defense, and the 
National Security Council 


GREGORY R. PAGE (2) 

Executive Director, Cargill, Inc. 
Agricultural, food, financial, 

and industrial products and services 


THOMAS H. PATRICK* (15) 
Chairman, New Vernon Capital, LLC 
Private equity fund 


Figures in parentheses represent complete years of board service through December 31, 2015. 





SHERRY M. SMITH (4) 

Former Executive Vice President and 
Chief Financial Officer, Supervalu Inc. 
Retail and wholesale grocery and 
retail general merchandise products 


DMITRI L. STOCKTON (effective May 27, 2015) 
Chairman, President, and Chief Executive Officer, 
GE Asset Management Inc. 

global investment 

Senior Vice President, General Electric Company 
Power & water, aviation, oil & gas, 

healthcare, appliances & lighting, 

energy management, transportation, 

and financial services 


SHEILA G. TALTON (effective May 27, 2015) 
President and Chief Executive Officer, 

Gray Matter Analytics 

Data analytics consulting services for 
financial services and healthcare industries 
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STOCKHOLDER INFORMATION 


ANNUAL MEETING 

The annual meeting of company stockholders will be held 
at 10 a.m. CT on February 24, 2016, at Deere & Company 
World Headquarters, One John Deere Place, Moline, Illinois. 


TRANSFER AGENT & REGISTRAR 

Send all correspondence, including address changes and 
certificates for transfer, as well as inquiries concerning lost, 
stolen, or destroyed stock certificates or dividend checks, to: 


Deere & Company 

c/o Computershare 

P.O. Box 30170 

College Station, TX 77842-3170 


Phone toll-free: 1-800-268-7369 

From outside the U.S., call: (201) 680-6678 
TDD: 1-800-231-5469 

Email: webqueries@computershare.com 
www.computershare.com/investor 


DIVIDEND REINVESTMENT & DIRECT PURCHASE PLAN 
nvestors may purchase initial Deere & Company shares 
and automatically reinvest dividends through the 
Computershare BuyDIRECT Plan. Optional monthly 
cash investments may be made automatically through 
electronic debits. 





For inquiries about existing reinvestment accounts, 
call 1-800-268-7369 or write to: 


Deere & Company 

c/o Computershare 

P.O. Box 30170 

College Station, TX 77842-3170 


STOCKHOLDER RELATIONS 
Deere & Company welcomes your comments: 


Deere & Company 

Stockholder Relations Department 

One John Deere Place, Moline, IL 61265-8098 
Phone: (309) 765-4491 Fax: (309) 765-4663 
www.JohnDeere.com/Investors 





INVESTOR RELATIONS 
Securities analysts, portfolio managers, and representatives 
of financial institutions may contact: 


Tony Huegel 
Director, Investor Relations 
Deere & Company 
One John Deere Place, Moline, IL 61265-8098 
Phone: (309) 765-449 
www.JohnDeere.com/Investors 








STOCK EXCHANGES 
Deere & Company common stock is listed on the New York 
Stock Exchange under the ticker symbol DE. 


FORM 10-K 

The annual report on Form 10-K filed with the Securities 
and Exchange Commission is available online or upon 
written request to Deere & Company Stockholder Relations. 


AUDITORS 
Deloitte & Touche LLP 
Chicago, Illinois 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 


RESULTS OF OPERATIONS FOR THE YEARS ENDED 
OCTOBER 31, 2015, 2014 AND 2013 





OVERVIEW 


Organization 

The company’s equipment operations generate revenues and 
cash primarily from the sale of equipment to John Deere dealers 
and distributors. The equipment operations manufacture and 
distribute a full line of agricultural equipment; a variety of 
commercial and consumer equipment; and a broad range of 
equipment for construction and forestry. The company’s 
financial services primarily provide credit services, which mainly 
finance sales and leases of equipment by John Deere dealers and 
trade receivables purchased from the equipment operations. In 
addition, financial services offer extended equipment warranties. 
The information in the following discussion is presented ina 
format that includes information grouped as consolidated, 
equipment operations and financial services. The company also 
views its operations as consisting of two geographic areas, the 
U.S. and Canada, and outside the U.S. and Canada. The 
company’s operating segments consist of agriculture and turf, 
construction and forestry, and financial services. 


Trends and Economic Conditions 

The company’s agriculture and turf equipment sales decreased 
25 percent in 2015 and are forecast to decrease by about 

8 percent for 2016. Industry agricultural machinery sales in the 
U.S. and Canada for 2016 are forecast to decrease 15 to 

20 percent, compared to 2015. Industry sales in the European 
Union (EU) 28 nations are forecast to be approximately the same 
to 5 percent lower in 2016, while South American industry sales 
are projected to decrease about 10 to 15 percent from 2015 
levels. Asian sales are projected to be about the same or 
decrease slightly in 2016. Industry sales of turf and utility 
equipment in the U.S. and Canada are expected to be 
approximately the same to 5 percent higher. The company’s 
construction and forestry sales decreased 9 percent in 2015 and 
are forecast to decrease about 5 percent in 2016. Global forestry 
industry sales are expected to decline 5 to 10 percent from the 
strong levels in 2015. Net income of the company’s financial 
services operations attributable to Deere & Company in 2016 is 
expected to be approximately $550 million. 


Items of concern include the uncertainty of the 
effectiveness of governmental actions in respect to monetary 
and fiscal policies, the global economic recovery, the impact of 
sovereign debt, eurozone issues, capital market disruptions, 
trade agreements and geopolitical events. Significant 
fluctuations in foreign currency exchange rates and volatility in 
the price of many commodities could also impact the company’s 
results. Designing and producing products with engines that 
continue to meet high performance standards and increasingly 
stringent emissions regulations is one of the company’s major 
priorities. 

The company completed a successful year even with further 
weakness in the global agricultural sector and slowdown in 
construction equipment markets. The forecast calls for lower 
results in 2016, but the outlook is considerably better than 
previous downturns. The company remains in a strong position 
to carry out its growth plans and attract new customers 
throughout the world. The company’s plans to help meet the 


world’s increasing need for food, shelter and infrastructure 
continue to move ahead. The company remains confident in the 
present direction and believes it is on track to deliver value to 
customers and investors in the years to come. 


2015 COMPARED WITH 2014 


CONSOLIDATED RESULTS 

Worldwide net income attributable to Deere & Company in 2015 
was $1,940 million, or $5.77 per share diluted ($5.81 basic), 
compared with $3,162 million, or $8.63 per share diluted ($8.71 
basic), in 2014. Net sales and revenues decreased 20 percent to 
$28,863 million in 2015, compared with $36,067 million in 2014. 
Net sales of the worldwide equipment operations declined 

22 percent in 2015 to $25,775 million from $32,961 million last 
year. Sales included price realization of 1 percent and an 
unfavorable currency translation effect of 5 percent. Equipment 
net sales in the United States and Canada decreased 18 percent 
for 2015. Outside the U.S. and Canada, net sales decreased 

28 percent for the year, with an unfavorable currency translation 
effect of 10 percent for 2015. 


Worldwide equipment operations had an operating profit 
of $2,177 million in 2015, compared with $4,297 million in 
2014. The operating profit decline was due primarily to lower 
shipment volumes, the impact of a less favorable product mix 
and the unfavorable effects of foreign currency exchange. These 
factors were partially offset by price realization, lower selling, 
administrative and general expenses and lower production costs. 


Net income of the company’s equipment operations was 
$1,308 million for 2015, compared with $2,548 million in 2014. 
In addition to the operating factors mentioned above, a lower 
effective tax rate benefited the results. The lower rate resulted 
mainly from a reduction of a valuation allowance recorded 
during the fourth quarter due to a change in the expected 
realizable value of a deferred tax asset. 


Net income of the financial services operations attributable 
to Deere & Company in 2015 increased to $633 million, 
compared with $624 million in 2014. Results improved due to 
growth in the average credit portfolio, the previously announced 
crop insurance sale and higher crop insurance margins 
experienced prior to divestiture (see Note 4), and lower selling, 
administrative and general expenses. These factors were partially 
offset by the unfavorable effects of foreign currency exchange 
translation, less favorable financing spreads and higher losses on 
residual values primarily for construction equipment operating 
leases. The results in 2014 also benefited from a more favorable 
effective tax rate. Additional information is presented in the 
following discussion of the “Worldwide Financial Services 
Operations.” 


The cost of sales to net sales ratio for 2015 was 
78.1 percent, compared with 75.2 percent last year. The increase 
was due primarily to the impact of a less favorable product mix 
and the unfavorable effects of foreign currency exchange, 
partially offset by price realization and lower production costs. 


Finance and interest income increased this year due to a 
larger average credit portfolio, partially offset by lower average 
financing rates and the unfavorable effects of currency 
translation. Other income decreased due primarily to a reduction 
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in crop insurance premiums as a result of the sale of the Crop 
Insurance operations (see Note 4), partially offset by the gain on 
the sale of the Crop Insurance operations and higher extended 
warranty revenue. Research and development costs decreased 
largely due to the effect of currency translation. Selling, 
administrative and general expenses decreased mainly due to the 
effect of currency translation, lower incentive compensation and 
dealer commission expenses, the sale of the Water and Crop 
Insurance operations, and the deconsolidation of Landscapes 
(see Note 4). Interest expense increased due to higher average 
interest rates and higher average borrowings, partially offset by 
the favorable effects of currency translation. Other operating 
expenses decreased primarily due to a reduction in crop 
insurance claims, the Water operations’ impairment and sale in 
2014 (see Note 4), the effect of currency translation, partially 
offset by higher depreciation of equipment on operating leases. 


The company has several defined benefit pension plans and 
defined benefit health care and life insurance plans. The 
company’s postretirement benefit costs for these plans in 2015 
were $512 million, compared with $432 million in 2014. The 
long-term expected return on plan assets, which is reflected in 
these costs, was an expected gain of 7.3 percent in 2015 and 
7.5 percent in 2014, or $824 million in 2015 and $848 million in 
2014. The actual return was a gain of $606 million in 2015 and 
$1,213 million in 2014. In 2016, the expected return will be 
approximately 7.3 percent. The company’s postretirement costs 
in 2016 are expected to decrease approximately $200 million. 
The company makes any required contributions to the plan 
assets under applicable regulations and voluntary contributions 
from time to time based on the company’s liquidity and ability to 
make tax-deductible contributions. Total company contributions 
to the plans were $131 million in 2015 and $138 million in 
2014, which include direct benefit payments for unfunded plans. 
These contributions also included voluntary contributions to plan 
assets of $3 million in 2015 and $5 million in 2014. Total 
company contributions in 2016 are expected to be 
approximately $98 million, which are primarily direct benefit 
payments for unfunded plans. The company has no significant 
required contributions to pension plan assets in 2016 under 
applicable funding regulations. See the discussion in “Critical 
Accounting Policies” for more information about postretirement 
benefit obligations. 


BUSINESS SEGMENT AND GEOGRAPHIC AREA RESULTS 

The following discussion relates to operating results by 
reportable segment and geographic area. Operating profit is 
income before certain external interest expense, certain foreign 
exchange gains or losses, income taxes and corporate expenses. 
However, operating profit of the financial services segment 
includes the effect of interest expense and foreign currency 
exchange gains or losses. 


Worldwide Agriculture and Turf Operations 

The agriculture and turf segment had an operating profit of 
$1,649 million for the year, compared with $3,649 million in 
2014. Net sales decreased 25 percent in 2015 due largely to 
lower shipment volumes and the unfavorable effects of currency 
translation. These factors were partially offset by price 
realization. Lower operating profit was driven primarily by the 
impact of lower shipment volumes, a less favorable product mix 
and the unfavorable effects of foreign currency exchange, 


partially offset by price realization, lower selling, administrative 
and general expenses, and lower production costs. 


Worldwide Construction and Forestry Operations 

The construction and forestry segment had an operating profit 
of $528 million in 2015, compared with $648 million in 2014. 
Net sales decreased 9 percent for the year mainly as a result of 
lower shipment volumes and the unfavorable effect of currency 
translation, partially offset by price realization. Operating profit 
declined mainly due to lower shipment volumes, the unfavorable 
effects of foreign exchange and higher production costs, 
partially offset by price realization and lower selling, 
administrative and general expenses. 


Worldwide Financial Services Operations 

The operating profit of the financial services segment was 
$963 million in 2015, compared with $921 million in 2014. The 
results improved due to growth in the average credit portfolio, 
the previously announced Crop Insurance operations sale (see 
Note 4) and higher crop insurance margins experienced prior to 
the divestiture, and lower selling, administrative and general 
expenses. These factors were partially offset by the unfavorable 
effects of foreign currency exchange translation, less favorable 
financing spreads and higher losses on residual values primarily 
for construction equipment operating leases. Total revenues of 
the financial services operations, including intercompany 
revenues, were approximately the same in 2015, compared with 
2014. The average balance of receivables and leases financed 
was | percent higher in 2015, compared with 2014. Interest 
expense increased 6 percent in 2015 as a result of higher 
average borrowings and higher average interest rates. The 
financial services operations’ ratio of earnings to fixed charges 
was 3.29 to 1 in 2015, compared with 3.37 to 1 in 2014. 


Equipment Operations in U.S. and Canada 

The equipment operations in the U.S. and Canada had an 
operating profit of $1,643 million in 2015, compared with 
$3,311 million in 2014. The decline was due primarily to lower 
shipment volumes and the impact of a less favorable product 
mix. The decline was partially offset by price realization. Net 
sales decreased 18 percent due primarily to lower shipment 
volumes and the unfavorable effects of currency translation, 
partially offset by price realization. The physical volume of sales 
decreased 18 percent, compared with 2014. 


Equipment Operations outside U.S. and Canada 

The equipment operations outside the U.S. and Canada had an 
operating profit of $534 million in 2015, compared with 

$986 million in 2014. The decrease was due primarily to lower 
shipment volumes, the impact of a less favorable product mix 
and the unfavorable effects of foreign currency exchange. These 
factors were partially offset by price realization. Net sales were 
28 percent lower primarily reflecting decreased shipment 
volumes and the unfavorable effects of foreign currency 
translation, partially offset by price realization. The physical 
volume of sales decreased 19 percent, compared with 2014. 


MARKET CONDITIONS AND OUTLOOK 

Company equipment sales are projected to decrease 7 percent 
for fiscal year 2016 and decrease about 11 percent for the first 
quarter, compared with the same periods in 2015. For fiscal year 
2016, net income attributable to Deere & Company is 
anticipated to be about $1.4 billion. 





Agriculture and Turf. The company’s worldwide sales of 
agriculture and turf equipment are forecast to decrease by about 
8 percent for fiscal year 2016, including a negative currency 
translation effect of about 2 percent. Industry sales for 
agricultural equipment in the U.S. and Canada are forecast to be 
down 15 to 20 percent for 2016. The decline, which reflects the 
impact of low commodity prices and stagnant farm incomes, is 
expected to be most pronounced in the sale of higher 
horsepower models. Full year 2016 industry sales in the EU28 
are forecast to be about the same to 5 percent lower, with the 
decline attributable to low commodity prices and farm incomes, 
including further pressure on the dairy sector. In South America, 
industry sales of tractors and combines are projected to 
decrease 10 to 15 percent mainly as a result of economic 
concerns in Brazil and uncertainty about government sponsored 
financing. Asian sales are projected to be about the same to 
down slightly, due in part to weakness in China. Industry sales of 
turf and utility equipment in the U.S. and Canada are expected 
to be about the same to 5 percent higher for 2016, benefiting 
from general economic growth. 


Construction and Forestry. The company’s worldwide sales of 
construction and forestry equipment are forecast to decrease 
about 5 percent for 2016, including a negative currency 
translation effect of about 1 percent. The forecast decline in 
sales reflects the impact of weak conditions in the North 
American energy sector, especially in Canada, as well as lower 
sales outside the U.S. and Canada. In forestry, global sales are 
expected to decrease 5 to 10 percent from 2015's strong levels, 
primarily as a result of lower sales in the U.S. and Canada. 


Financial Services. Fiscal year 2016 net income attributable to 
Deere & Company for the financial services operations is 
expected to be approximately $550 million. The outlook reflects 
less favorable financing spreads and an increased provision for 
credit losses. Additionally, 2015 results benefited from a gain on 
the sale of the Crop Insurance operations. 


SAFE HARBOR STATEMENT 

Safe Harbor Statement under the Private Securities Litigation 
Reform Act of 1995: Statements under “Overview,” ‘Market 
Conditions and Outlook,” and other forward-looking statements 
herein that relate to future events, expectations, trends and 
operating periods involve certain factors that are subject to 
change, and important risks and uncertainties that could cause 
actual results to differ materially. Some of these risks and 
uncertainties could affect particular lines of business, while 
others could affect all of the company’s businesses. 


The company’s agricultural equipment business is subject 
to a number of uncertainties including the many interrelated 
factors that affect farmers’ confidence. These factors include 
demand for agricultural products, world grain stocks, weather 
conditions (including its effects on timely planting and 
harvesting), soil conditions (including low subsoil moisture), 
harvest yields, prices for commodities and livestock, crop and 
livestock production expenses, availability of transport for crops, 
the growth and sustainability of non-food uses for some crops 
(including ethanol and biodiesel production), real estate values, 
available acreage for farming, the land ownership policies of 
various governments, changes in government farm programs and 
policies (including those in Argentina, Brazil, China, the European 
Union, India, Russia and the U.S.), international reaction to such 


programs, changes in and effects of crop insurance programs, 
global trade agreements, animal diseases and their effects on 
poultry, beef and pork consumption and prices, crop pests and 
diseases, and the level of farm product exports (including 
concerns about genetically modified organisms). 


Factors affecting the outlook for the company’s turf and 
utility equipment include consumer confidence, weather 
conditions, customer profitability, consumer borrowing patterns, 
consumer purchasing preferences, housing starts, infrastructure 
investment, spending by municipalities and golf courses, and 
consumable input costs. 


Consumer spending patterns, real estate and housing 
prices, the number of housing starts and interest rates are 
especially important to sales of the company’s construction and 
forestry equipment. The levels of public and non-residential 
construction also impact the results of the company’s 
construction and forestry segment. Prices for pulp, paper, 
lumber and structural panels are important to sales of forestry 
equipment. 


All of the company’s businesses and its reported results are 
affected by general economic conditions in the global markets 
and industries in which the company operates, especially 
material changes in economic activity in these markets and 
industries; customer confidence in general economic conditions; 
foreign currency exchange rates and their volatility, especially 
fluctuations in the value of the U.S. dollar; interest rates; and 
inflation and deflation rates. Government spending and taxing 
could adversely affect the economy, employment, consumer and 
corporate spending, and company results. 


Customer and company operations and results could be 
affected by changes in weather patterns (including the effects of 
drought and drier than normal conditions in certain markets); 
the political and social stability of the global markets in which 
the company operates; the effects of, or response to, terrorism 
and security threats; wars and other conflicts and the threat 
thereof and the response thereto; natural disasters; and the 
spread of major epidemics. 


Significant changes in market liquidity conditions and any 
failure to comply with financial covenants in credit agreements 
could impact access to funding and funding costs, which could 
reduce the company’s earnings and cash flows. Financial market 
conditions could also negatively impact customer access to 
capital for purchases of the company’s products and customer 
confidence and purchase decisions, borrowing and repayment 
practices, and the number and size of customer loan 
delinquencies and defaults. A debt crisis, in Europe or elsewhere, 
could negatively impact currencies, global financial markets, 
social and political stability, funding sources and costs, asset and 
obligation values, customers, suppliers, demand for equipment, 
and company operations and results. The company’s investment 
management activities could be impaired by changes in the 
equity, bond and other financial markets, which would negatively 
affect earnings. 


Additional factors that could materially affect the 
company’s operations, access to capital, expenses and results 
include changes in and the impact of governmental trade, 
banking, monetary and fiscal policies, including financial 
regulatory reform and its effects on the consumer finance 
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industry, derivatives, funding costs and other areas, and 
governmental programs, policies, tariffs and sanctions in 
particular jurisdictions or for the benefit of certain industries or 
sectors (including protectionist, economic, punitive and 
expropriation policies and trade and licensing restrictions that 
could disrupt international commerce); actions by the U.S. 
Federal Reserve Board and other central banks; actions by the 
U.S. Securities and Exchange Commission (SEC), the U.S. 
Commodity Futures Trading Commission and other financial 
regulators; actions by environmental, health and safety 
regulatory agencies, including those related to engine emissions, 
carbon and other greenhouse gas emissions, noise and the 
effects of climate change; changes in labor regulations; changes 
to accounting standards; changes in tax rates, estimates, and 
regulations and company actions related thereto; compliance 
with U.S. and foreign laws when expanding to new markets and 
otherwise; and actions by other regulatory bodies including 
changes in laws and regulations affecting the sectors in which 
the company operates. Trade, financial and other sanctions 
imposed by the U.S., the European Union, Russia and other 
countries could negatively impact company assets, operations, 
sales, forecasts and results. Customer and company operations 
and results also could be affected by changes to GPS radio 
frequency bands or their permitted uses. 


Other factors that could materially affect results include 
production, design and technological innovations and 
difficulties, including capacity and supply constraints and prices; 
the availability and prices of strategically sourced materials, 
components and whole goods; delays or disruptions in the 
company’s supply chain or the loss of liquidity by suppliers; 
disruptions of infrastructures that support communications, 
operations or distribution; the failure of suppliers to comply with 
laws, regulations and company policy pertaining to employment, 
human rights, health, safety, the environment and other ethical 
business practices; events that damage the company’s 
reputation or brand; significant investigations, claims, lawsuits or 
other legal proceedings; start-up of new plants and new 
products; the success of new product initiatives and customer 
acceptance of new products; changes in customer product 
preferences and sales mix whether as a result of changes in 
equipment design to meet government regulations or for other 
reasons; gaps or limitations in rural broadband coverage, 
capacity and speed needed to support technology solutions; oil 
and energy prices, supplies and volatility; the availability and cost 
of freight; actions of competitors in the various industries in 
which the company competes, particularly price discounting; 
dealer practices especially as to levels of new and used field 
inventories; labor relations and contracts; acquisitions and 
divestitures of businesses; the integration of new businesses; the 
implementation of organizational changes; difficulties related to 
the conversion and implementation of enterprise resource 
planning systems that disrupt business, negatively impact supply 
or distribution relationships or create higher than expected 
costs; security breaches and other disruptions to the company’s 
information technology infrastructure; and changes in company 
declared dividends and common stock issuances and 
repurchases. 


Company results are also affected by changes in the level 
and funding of employee retirement benefits, changes in market 
values of investment assets, the level of interest and discount 





rates, and compensation, retirement and mortality rates which 
impact retirement benefit costs, and significant changes in 
health care costs including those which may result from 
governmental action. 


The liquidity and ongoing profitability of John Deere Capital 
Corporation and other credit subsidiaries depend largely on 
timely access to capital in order to meet future cash flow 
requirements, to fund operations and costs associated with 
engaging in diversified funding activities, and to fund purchases 
of the company’s products. If general economic conditions 
deteriorate or capital markets become volatile, funding could be 
unavailable or insufficient. Additionally, customer confidence 
levels may result in declines in credit applications and increases 
in delinquencies and default rates, which could materially impact 
write-offs and provisions for credit losses. 


The company’s outlook is based upon assumptions relating 
to the factors described above, which are sometimes based upon 
estimates and data prepared by government agencies. Such 
estimates and data are often revised. The company, except as 
required by law, undertakes no obligation to update or revise its 
outlook, whether as a result of new developments or otherwise. 
Further information concerning the company and its businesses, 
including factors that potentially could materially affect the 
company’s financial results, is included in the company’s other 
filings with the SEC. 


2014 COMPARED WITH 2013 





CONSOLIDATED RESULTS 

Worldwide net income attributable to Deere & Company in 2014 
was $3,162 million, or $8.63 per share diluted ($8.71 basic), 
compared with $3,537 million, or $9.09 per share diluted ($9.18 
basic), in 2013. Net sales and revenues decreased 5 percent to 
$36,067 million in 2014, compared with $37,795 million in 2013. 
Net sales of the equipment operations decreased 6 percent in 
2014 to $32,961 million from $34,998 million in 2013. The sales 
decrease was largely due to lower shipment volumes and an 
unfavorable foreign currency translation effect of 1 percent, 
partially offset by price realization of 2 percent. Net sales in the 
U.S. and Canada decreased 8 percent in 2014. Net sales outside 
the U.S. and Canada decreased 3 percent in 2014, which 
included an unfavorable effect of 1 percent for foreign currency 
translation. 


Worldwide equipment operations had an operating profit 
of $4,297 million in 2014, compared with $5,058 million in 
2013. The operating profit decline was due primarily to the 
impact of lower shipment and production volumes, a less 
favorable product mix, the unfavorable effects of foreign 
currency exchange and higher production costs primarily related 
to the impact of engine emission programs. The decline was 
partially offset by price realization. Results in 2014 were also 
affected by impairment charges for the company’s John Deere 
Landscapes and John Deere Water operations (see Notes 4 
and 5). 


The equipment operations’ net income was $2,548 million 
in 2014, compared with $2,974 million in 2013. The same 
operating factors mentioned above affected these results. 


Net income of the financial services operations attributable 
to Deere & Company in 2014 increased to $624 million, 





compared with $565 million in 2013. The improvement was due 
primarily to growth in the credit portfolio, a more favorable 
effective tax rate, partially offset by lower crop insurance 
margins, higher selling, administrative and general expenses and 
a higher provision for credit losses. Additional information is 
presented in the following discussion of the “Worldwide 
Financial Services Operations.” 


The cost of sales to net sales ratio for 2014 was 
75.2 percent, compared with 73.3 percent in 2013. The increase 
was due primarily to a less favorable product mix, the 
unfavorable effects of foreign currency exchange and higher 
production costs largely related to engine emission 
requirements, partially offset by price realization. 


Finance and interest income increased in 2014 due toa 
larger average credit portfolio, partially offset by lower average 
financing rates. Other income increased due primarily to higher 
insurance premiums and service revenue. Research and 
development costs decreased primarily due to the completion of 
certain product developments in 2014 compared to 2013. 
Selling, administrative and general expenses decreased due 
primarily to the deconsolidation of Landscapes and the sale of 
the Water operations (see Note 4). Interest expense decreased 
due to lower average borrowing rates, partially offset by higher 
average borrowings. Other operating expenses increased due 
primarily to higher depreciation of equipment on operating 
leases, higher insurance claims and the write-down to realizable 
value and sale of the Water operations, partially offset by 
impairment charges in 2013 for the Landscapes operations (see 
Notes 4 and 5). 


The company has several defined benefit pension plans and 
defined benefit health care and life insurance plans. The 
company’s postretirement benefit costs for these plans in 2014 
were $432 million, compared with $575 million in 2013. The 
long-term expected return on plan assets, which is reflected in 
these costs, was an expected gain of 7.5 percent in 2014 and 
7.8 percent in 2013, or $848 million in 2014 and $862 million in 
2013. The actual return was a gain of $1,213 million in 2014 
and $1,470 million in 2013. Total company contributions to the 
plans were $138 million in 2014 and $338 million in 2013, which 
include direct benefit payments for unfunded plans. These 
contributions also included voluntary contributions to plan 
assets of $5 million in 2014 and $227 million in 2013. 


BUSINESS SEGMENT AND GEOGRAPHIC AREA RESULTS 


Worldwide Agriculture and Turf Operations 

The agriculture and turf segment had an operating profit of 
$3,649 million in 2014, compared with $4,680 million in 2013. 
Net sales decreased 9 percent in 2014 due largely to lower 
shipment volumes, the previously announced sales of the 
company’s Landscapes and Water operations and the 
unfavorable effects of currency translation. Partially offsetting 
these factors was price realization. The decrease in operating 
profit was driven mainly by lower shipment and production 
volumes, a less favorable product mix, the unfavorable effects of 
foreign currency exchange and higher production costs primarily 
related to engine emission programs. The decline was partially 


offset by price realization. As previously noted, results in 2013 
were affected by impairment charges for the Landscapes and 
Water operations (see Notes 4 and 5). 


Worldwide Construction and Forestry Operations 

The construction and forestry segment had an operating profit 
of $648 million in 2014, compared with $378 million in 2013. 
Net sales increased 12 percent in 2014 mainly as a result of 
higher shipment volumes and price realization, partially offset by 
the unfavorable effect of currency translation. Operating profit 
benefited in 2014 from higher shipment volumes, lower selling, 
administrative and general expenses and price realization, 
partially offset by the unfavorable effects of foreign currency 
exchange. 


Worldwide Financial Services Operations 

The operating profit of the financial services segment was 

$921 million in 2014, compared with $870 million in 2013. The 
results were higher due primarily to growth in the credit 
portfolio, partially offset by lower crop insurance margins, higher 
selling, administrative and general expenses and a higher 
provision for credit losses. Total revenues of the financial 
services operations, including intercompany revenues, increased 
9 percent in 2014, primarily reflecting the larger portfolio. The 
average balance of receivables and leases financed was 

13 percent higher in 2014, compared with 2013. Interest 
expense decreased 12 percent in 2014 as a result of lower 
average borrowing rates, partially offset by higher average 
borrowings. The financial services operations’ ratio of earnings 
to fixed charges was 3.37 to 1 in 2014, compared with 2.90 to 1 
in 2013. 


Equipment Operations in U.S. and Canada 

The equipment operations in the U.S. and Canada had an 
operating profit of $3,311 million in 2014, compared with 
$4,062 million in 2013. The decline was due primarily to the 
impact of lower shipment and production volumes, a less 
favorable product mix and higher production costs primarily 
related to engine emission programs. The decline was partially 
offset by price realization. Results in 2013 were also affected by 
impairment charges for the Landscapes and Water operations. 
Net sales decreased 8 percent due primarily to lower shipment 
volumes, partially offset by price realization. The physical volume 
of sales decreased 9 percent, compared with 2013. 


Equipment Operations outside U.S. and Canada 

The equipment operations outside the U.S. and Canada had an 
operating profit of $986 million in 2014, compared with 

$996 million in 2013. The decrease was due primarily to the 
impact of lower shipment and production volumes, a less 
favorable product mix, the unfavorable effects of foreign 
currency exchange, higher production costs and an impairment 
charge for the China operations (see Note 5), partially offset by 
price realization. Results in 2013 were also affected by 
impairment charges for the Water operations. Net sales were 

3 percent lower primarily reflecting decreased shipment volumes 
and the effect of foreign currency translation, partially offset by 
price realization. The physical volume of sales decreased 

5 percent, compared with 2013. 
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CAPITAL RESOURCES AND LIQUIDITY 


The discussion of capital resources and liquidity has been 
organized to review separately, where appropriate, the 
company’s consolidated totals, equipment operations and 
financial services operations. 


CONSOLIDATED 

Positive cash flows from consolidated operating activities in 
2015 were $3,740 million. This resulted primarily from net 
income adjusted for non-cash provisions, a decrease in 
receivables related to sales, a change in the retirement benefits 
adjustment and a decrease in insurance receivables prior to the 
Crop Insurance operations sale, which were partially offset by an 
increase in inventories, primarily related to equipment 
transferred to operating leases (see Note 6), a decrease in 
accounts payable and accrued expenses, and a change in 
accrued income taxes payable/receivable. Cash outflows from 
investing activities were $1,059 million in 2015, due primarily to 
the cost of receivables (excluding receivables related to sales) 
and cost of equipment on operating leases exceeding the 
collections of receivables and the proceeds from sales of 
equipment on operating leases by $1,160 million, purchases of 
property and equipment of $694 million, partially offset by 
proceeds from maturities and sales exceeding purchases of 
marketable securities by $706 million and proceeds from sales of 
businesses, net of cash sold, of $149 million. Cash outflows from 
financing activities were $2,119 million in 2015 due primarily to 
repurchases of common stock of $2,771 million and dividends 
paid of $816 million, partially offset by an increase in borrowings 
of $1,349 million. Cash and cash equivalents increased 

$375 million during 2015. 


Over the last three years, operating activities have provided 
an aggregate of $10,521 million in cash. In addition, increases in 
borrowings were $6,986 million, proceeds from maturities and 
sales exceeded purchases of marketable securities by $931 million, 
proceeds from sales of businesses were $517 million and proceeds 
from issuance of common stock (resulting from the exercise of 
stock options) were $496 million. The aggregate amount of these 
cash flows was used mainly to repurchase common stock of 
$7,033 million, acquire receivables (excluding receivables related 
to sales) and equipment on operating leases that exceeded 
collections of receivables and the proceeds from sales of 
equipment on operating leases by $6,804 million, purchase 
property and equipment of $2,901 million and pay dividends of 
$2,355 million. Cash and cash equivalents decreased $490 million 
over the three-year period. 


The company has access to most global markets at 
reasonable costs and expects to have sufficient sources of global 
funding and liquidity to meet its funding needs. The company’s 
exposures to receivables from customers in European countries 
experiencing economic strains are not significant. Sources of 
liquidity for the company include cash and cash equivalents, 
marketable securities, funds from operations, the issuance of 
commercial paper and term debt, the securitization of retail 
notes (both public and private markets) and committed and 
uncommitted bank lines of credit. The company’s commercial 
paper outstanding at October 31, 2015 and 2014 was 
$2,968 million and $2,633 million, respectively, while the total 
cash and cash equivalents and marketable securities position 
was $4,600 million and $5,002 million, respectively. The amount 


of the total cash and cash equivalents and marketable securities 
held by foreign subsidiaries, in which earnings are considered 
indefinitely reinvested, was $1,588 million and $1,025 million at 
October 31, 2015 and 2014, respectively. 


Lines of Credit. The company also has access to bank lines 
of credit with various banks throughout the world. Worldwide 
lines of credit totaled $7,205 million at October 31, 2015, 
$4,031 million of which were unused. For the purpose of 
computing unused credit lines, commercial paper and short-term 
bank borrowings, excluding secured borrowings and the current 
portion of long-term borrowings, were primarily considered to 
constitute utilization. Included in the total credit lines at 
October 31, 2015 were long-term credit facility agreements of 
$2,900 million, expiring in April 2019, and $2,900 million, 
expiring in April 2020. These credit agreements require John 
Deere Capital Corporation (Capital Corporation) to maintain its 
consolidated ratio of earnings to fixed charges at not less than 
1.05 to 1 for each fiscal quarter and the ratio of senior debt, 
excluding securitization indebtedness, to capital base (total 
subordinated debt and stockholder’s equity excluding 
accumulated other comprehensive income (loss)) at not more 
than 11 to 1 at the end of any fiscal quarter. The credit 
agreements also require the equipment operations to maintain a 
ratio of total debt to total capital (total debt and stockholders’ 
equity excluding accumulated other comprehensive income 
(loss)) of 65 percent or less at the end of each fiscal quarter. 
Under this provision, the company’s excess equity capacity and 
retained earnings balance free of restriction at October 31, 2015 
was $8,835 million. Alternatively under this provision, the 
equipment operations had the capacity to incur additional debt 
of $16,408 million at October 31, 2015. All of these 
requirements of the credit agreements have been met during the 
periods included in the consolidated financial statements. 


Debt Ratings. To access public debt capital markets, the 
company relies on credit rating agencies to assign short-term 
and long-term credit ratings to the company’s securities as an 
indicator of credit quality for fixed income investors. A security 
rating is not a recommendation by the rating agency to buy, sell 
or hold company securities. A credit rating agency may change 
or withdraw company ratings based on its assessment of the 
company’s current and future ability to meet interest and 
principal repayment obligations. Each agency’s rating should be 
evaluated independently of any other rating. Lower credit ratings 
generally result in higher borrowing costs, including costs of 
derivative transactions, and reduced access to debt capital 
markets. The senior long-term and short-term debt ratings and 
outlook currently assigned to unsecured company securities by 
the rating agencies engaged by the company are as follows: 








Senior 
Long-Term Short-Term Outlook 
Moody's Investors Service, Inc. ....... A2 Prime-1 Stable 
Standard & Poor's... ee A A-1 Stable 





Trade accounts and notes receivable primarily arise from 
sales of goods to independent dealers. Trade receivables 
decreased by $227 million in 2015 due primarily to foreign 
currency translation and lower agriculture and turf shipment 
volumes. The ratio of trade accounts and notes receivable at 





October 31 to fiscal year net sales was 12 percent in 2015 and 
10 percent in 2014. Total worldwide agriculture and turf 
receivables decreased $355 million and construction and forestry 
receivables increased $128 million. The collection period for 
trade receivables averages less than 12 months. The percentage 
of trade receivables outstanding for a period exceeding 

12 months was 1 percent at both October 31, 2015 and 2014. 


Deere & Company's stockholders’ equity was $6,743 million 
at October 31, 2015, compared with $9,063 million at 
October 31, 2014. The decrease of $2,320 million resulted from 
an increase in treasury stock of $2,663 million, dividends 
declared of $800 million and a change in the cumulative 
translation adjustment of $935 million, which were partially 
offset by net income attributable to Deere & Company of 
$1,940 million and an increase in common stock of $150 million. 


EQUIPMENT OPERATIONS 

The company’s equipment businesses are capital intensive and 
are subject to seasonal variations in financing requirements for 
inventories and certain receivables from dealers. The equipment 
operations sell a significant portion of their trade receivables to 
financial services. To the extent necessary, funds provided from 
operations are supplemented by external financing sources. 


Cash provided by operating activities of the equipment 
operations during 2015, including intercompany cash flows, was 
$3,055 million due primarily to net income adjusted for non-cash 
provisions, a change in the retirement benefits and a decrease in 
trade receivables, partially offset by a decrease in accounts 
payable and accrued expenses, and a change in accrued income 
taxes payable/receivable. 


Over the last three years, these operating activities, 
including intercompany cash flows, have provided an aggregate 
of $12,256 million in cash. 


Trade receivables held by the equipment operations 
decreased by $221 million during 2015. The equipment 
operations sell a significant portion of their trade receivables to 
financial services (see previous consolidated discussion). 


Inventories decreased by $393 million in 2015 due primarily 
to lower agriculture and turf production volumes, lower sales 
and currency translation. Most of these inventories are valued on 
the last-in, first-out (LIFO) method. The ratios of inventories on a 
first-in, first-out (FIFO) basis (see Note 15), which approximates 
current cost, to fiscal year cost of sales were 26 percent and 
23 percent at October 31, 2015 and 2014, respectively. 


Total interest-bearing debt of the equipment operations was 
$4,925 million at the end of 2015, compared with $5,077 million 
at the end of 2014 and $5,951 million at the end of 2013. The 
ratio of total debt to total capital (total interest-bearing debt and 
stockholders’ equity) at the end of 2015, 2014 and 2013 was 
42 percent, 36 percent and 37 percent, respectively. 


Property and equipment cash expenditures for the 
equipment operations in 2015 were $688 million, compared with 
$1,045 million in 2014. Capital expenditures in 2016 are 
estimated to be $800 million. 


In November 2015, the company announced the signing of 
definitive purchase agreements to acquire Monosem, a European 
market leader for precision planters, and Precision Planting LLC., 
a developer and distributor of retrofit components for precision 


agriculture applications. The total estimated purchase price, net 
of cash acquired, is $325 million. The acquisitions are subject to 
customary closing conditions, including regulatory approvals, 
and are expected to close in the first half of 2016. 


FINANCIAL SERVICES 

The financial services operations rely on their ability to raise 
substantial amounts of funds to finance their receivable and lease 
portfolios. Their primary sources of funds for this purpose are a 
combination of commercial paper, term debt, securitization of 
retail notes, equity capital and borrowings from Deere & Company. 


The cash provided by operating activities and financing 
activities was used primarily for investing activities. Cash flows 
from the financial services’ operating activities, including 
intercompany cash flows, were $1,582 million in 2015. Cash 
used by investing activities totaled $1,235 million in 2015, due 
primarily to the cost of receivables (excluding trade and 
wholesale) and cost of equipment on operating leases exceeding 
collections of these receivables and the proceeds from sales of 
equipment on operating leases by $2,056 million, partially offset 
by a decrease in trade receivables and wholesale notes of 
$657 million and proceeds from sales of businesses, net of cash 
sold, of $149 million. Cash used for financing activities totaled 
$262 million in 2015, representing primarily a decrease in 
borrowings from Deere & Company of $929 million and 
dividends paid of $680 million to Deere & Company, partially 
offset by an increase in external borrowings of $1,346 million. 
Cash and cash equivalents increased $44 million. 


Over the last three years, the operating activities, including 
intercompany cash flows, have provided $4,147 million in cash. 
In addition, an increase in total borrowings of $9,125 million, 
capital investment from Deere & Company of $216 million and 
proceeds from sales of businesses, net of cash sold, of 
$149 million provided cash inflows. These amounts have been 
used mainly to fund receivables (excluding trade and wholesale) 
and equipment on operating lease acquisitions, which exceeded 
collections and the proceeds from sales of equipment on 
operating leases by $10,415 million, fund an increase in trade 
receivables and wholesale notes of $1,278 million, pay dividends 
to Deere & Company of $1,016 million and purchase marketable 
securities that exceeded proceeds from maturities and sales by 
$94 million. Cash and cash equivalents increased $518 million 
over the three-year period. 


Receivables and equipment on operating leases decreased by 
$1,410 million in 2015, compared with 2014. Total acquisition 
volumes of receivables (excluding trade and wholesale notes) and 
cost of equipment on operating leases decreased 11 percent in 
2015, compared with 2014. The volumes of financing leases, retail 
notes and revolving charge accounts decreased approximately 
26 percent, 19 percent and 1 percent, respectively, while 
operating lease volumes increased 14 percent. During 2015, the 
amount of wholesale notes and trade receivables decreased 
32 percent and 18 percent, respectively. At October 31, 2015 and 
2014, net receivables and leases administered, which include 
receivables administered but not owned, were $38,188 million and 
$39,629 million, respectively. 


Total external interest-bearing debt of the financial services 
operations was $31,925 million at the end of 2015, compared 
with $31,882 million at the end of 2014 and $28,524 million at 
the end of 2013. Total external borrowings have changed 
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generally corresponding with the level of the receivable and 
lease portfolio, the level of cash and cash equivalents, the 
change in payables owed to Deere & Company and the change in 
investment from Deere & Company. The financial services 
operations’ ratio of total interest-bearing debt to total 
stockholder’s equity was to 7.6 to 1 at the end of 2015, 7.4 to 1 
at the end of 2014 and 7.3 to 1 at the end of 2013. 


The Capital Corporation has a revolving credit agreement to 
utilize bank conduit facilities to securitize retail notes (see 
Note 13). At October 31, 2015, the facility had a total capacity, 
or “financing limit,” of up to $3,500 million of secured 
financings at any time. The facility was renewed in November 
2015 with a capacity of $3,880 million. After a three-year 
revolving period, unless the banks and Capital Corporation agree 
to renew, Capital Corporation would liquidate the secured 
borrowings over time as payments on the retail notes are 
collected. At October 31, 2015, $1,848 million of short-term 
securitization borrowings was outstanding under the agreement. 


During 2015, the financial services operations issued 
$2,716 million and retired $2,685 million of retail note 
securitization borrowings. During 2015, the financial services 
operations also issued $5,705 million and retired $4,649 million 
of long-term borrowings, which were primarily medium-term 
notes. 


OFF-BALANCE-SHEET ARRANGEMENTS 


At October 31, 2015, the company had approximately 

$162 million of guarantees issued primarily to banks outside the 
U.S. related to third-party receivables for the retail financing of 
John Deere equipment. The company may recover a portion of 
any required payments incurred under these agreements from 
repossession of the equipment collateralizing the receivables. 
The maximum remaining term of the receivables guaranteed at 
October 31, 2015 was approximately four years. 


AGGREGATE CONTRACTUAL OBLIGATIONS 


The payment schedule for the company’s contractual obligations 


at October 31, 2015 in millions of dollars is as follows: 





Less More 
than 283 4&5 — than 








Total lyear years years 5 years 
On-balance-sheet 
Debt* 
Equipment operations ....... $4939$ 465$ 110$ 753 $3,611 
Financial services**........... 31,672 10,291 12,322 5,447 3,612 
POtals is tacegibid eisai 36,611 10,756 12,432 6,200 7,223 
Interest relating to debt*** .... 4,471 618 988 712 2,153 





Accounts payable................. 2,137 82 30 2 
Capital leases ........ eee 60 37 17 5 ] 
Off-balance-sheet 





Purchase obligations ............ 2,361 2,300 2] 15 25 
Operating leases...............0 354 98 125 7\ 60 
TOtallssscsicciccntcgtateseonncsnt ics $46,108 $15,946 $13,665 $7,033 $9,464 








* — Principal payments. 


** Securitization borrowings of $4,590 million classified as short-term on the 
balance sheet related to the securitization of retail notes are included in this 
table based on the expected payment schedule (see Note 18). 

*** Includes projected payments related to interest rate swaps. 





The previous table does not include unrecognized tax 
benefit liabilities of approximately $229 million at October 31, 
2015, since the timing of future payments is not reasonably 
estimable at this time (see Note 8). For additional information 
regarding pension and other postretirement employee benefit 
obligations, short-term borrowings, long-term borrowings and 
lease obligations, see Notes 7, 18, 20 and 21, respectively. 


CRITICAL ACCOUNTING POLICIES 


The preparation of the company’s consolidated financial 
statements in conformity with accounting principles generally 
accepted in the U.S. requires management to make estimates 
and assumptions that affect reported amounts of assets, 
liabilities, revenues and expenses. Changes in these estimates 
and assumptions could have a significant effect on the financial 
statements. The accounting policies below are those 
management believes are the most critical to the preparation of 
the company’s financial statements and require the most 
difficult, subjective or complex judgments. The company’s other 
accounting policies are described in the Notes to the 
Consolidated Financial Statements. 


Sales Incentives 

At the time a sale to a dealer is recognized, the company records 
an estimate of the future sales incentive costs for allowances 
and financing programs that will be due when the dealer sells 
the equipment to a retail customer. The estimate is based on 
historical data, announced incentive programs, field inventory 
levels and retail sales volumes. The final cost of these programs 
and the amount of accrual required for a specific sale are fully 
determined when the dealer sells the equipment to the retail 
customer. This is due to numerous programs available at any 
particular time and new programs that may be announced after 
the company records the sale. Changes in the mix and types of 
programs affect these estimates, which are reviewed quarterly. 


The sales incentive accruals at October 31, 2015, 2014 and 
2013 were $1,463 million, $1,573 million and $1,531 million, 
respectively. The decrease in 2015 was due primarily to lower 
sales volumes. The increase in 2014 was due primarily to higher 
sales incentive accruals related to the U.S. and Canada 
operations. 


The estimation of the sales incentive accrual is impacted by 
many assumptions. One of the key assumptions is the historical 
percent of sales incentive costs to retail sales from dealers. Over 
the last five fiscal years, this percent has varied by an average of 
approximately plus or minus 1.0 percent, compared to the 
average sales incentive costs to retail sales percent during that 
period. Holding other assumptions constant, if this estimated 
cost experience percent were to increase or decrease 
1.0 percent, the sales incentive accrual at October 31, 2015 
would increase or decrease by approximately $70 million. 


Product Warranties 

At the time a sale to a dealer is recognized, the company records 
the estimated future warranty costs. The company generally 
determines its total warranty liability by applying historical claims 
rate experience to the estimated amount of equipment that has 
been sold and is still under warranty based on dealer inventories 
and retail sales. The historical claims rate is primarily determined 
by a review of five-year claims costs and consideration of current 





quality developments. Variances in claims experience and the 
type of warranty programs affect these estimates, which are 
reviewed quarterly. 


The product warranty accruals, excluding extended 
warranty unamortized premiums, at October 31, 2015, 2014 and 
2013 were $807 million, $809 million and $822 million, 
respectively. The changes were due primarily to lower sales 
volumes in 2015 and 2014. 


Estimates used to determine the product warranty accruals 
are significantly affected by the historical percent of warranty 
claims costs to sales. Over the last five fiscal years, this percent 
has varied by an average of approximately plus or minus 
.09 percent, compared to the average warranty costs to sales 
percent during that period. Holding other assumptions constant, 
if this estimated cost experience percent were to increase or 
decrease .09 percent, the warranty accrual at October 31, 2015 
would increase or decrease by approximately $25 million. 


Postretirement Benefit Obligations 

Pension obligations and other postretirement employee benefit 
(OPEB) obligations are based on various assumptions used by 
the company’s actuaries in calculating these amounts. These 
assumptions include discount rates, health care cost trend rates, 
expected return on plan assets, compensation increases, 
retirement rates, mortality rates and other factors. Actual results 
that differ from the assumptions and changes in assumptions 
affect future expenses and obligations. 


The pension liabilities, net of pension assets, recognized on 
the balance sheet at October 31, 2015 and 2014 were 
$1,022 million and $743 million, respectively. The pension assets, 
net of pension liabilities, at October 31, 2013 were $40 million. 
The increase in pension net liabilities in 2015 was due primarily 
to interest on the liabilities and updated mortality assumptions 
based on the Society of Actuaries’ (SOA) RP-2015 base table and 
MP 2015 projection scale, partially offset by return on plan 
assets. The increase in pension net liabilities in 2014 was due 
primarily to decreases in discount rates and updated mortality 
assumptions based on the SOA RP-2000 base table and mortality 
projection scale BB. The OPEB liabilities, net of OPEB assets, at 
October 31, 2015, 2014 and 2013 were $5,395 million, 
$5,347 million and $4,769 million, respectively. The increase in 
OPEB net liabilities in 2015 was due primarily to interest on the 
liabilities and a change in the health care cost trend, primarily 
related to higher prescription drug costs, partially offset by the 
transition to a Medicare Advantage plan for certain retirees (see 
Note 7). The increase in 2014 was due primarily to the change in 
the mortality assumptions mentioned above and decreases in 
discount rates, partially offset by a change in the retiree medical 
credit plan (see Note 7). 


Beginning in 2016, the company will change the method 
used to estimate the service and interest cost components of 
the net periodic pension and other postretirement benefit costs. 
The new method uses the spot yield curve approach to estimate 
the service and interest costs by applying the specific spot rates 
along the yield curve used to determine the benefit obligations 
to relevant projected cash outflows. Prior to 2016, the service 
and interest costs were determined using a single weighted- 
average discount rate based on hypothetical AA yield curves used 


to measure the benefit obligation at the beginning of the 
period. The change does not affect the measurement of the 
total benefit obligations as the change in service and interest 
costs offsets in the actuarial gains and losses recorded in other 
comprehensive income. 


The company changed to the new method to provide a 
more precise measure of interest and service costs by improving 
the correlation between the projected benefit cash flows and the 
discrete spot yield curve rates. The company will account for this 
change as a change in estimate prospectively beginning in the 
first quarter of 2016. The discount rates used to measure the 
2016 service costs are 4.3 percent and 5.0 percent for pension 
and OPEB, respectively. The discount rates used to measure the 
2016 interest costs are 3.4 percent and 3.5 percent for pension 
and OPEB, respectively. The previous method would have used a 
discount rate for both service and interest costs of 4.1 percent 
for pension and 4.3 percent for OPEB. The decrease in the 2016 
service and interest costs is approximately $175 million 
compared to the previous method. 


The effect of hypothetical changes to selected assumptions 
on the company’s major U.S. retirement benefit plans would be 
as follows in millions of dollars: 











October 31, 2015 — 2016 
Increase Increase 
Percentage (Decrease) (Decrease) 
Assumptions Change PBO/APBO* Expense 
Pension 
Discount rate** ............. +/-5 $ (654)/733 $ (32)/36 
Expected return on assets +/-5 (48)/48 
OPEB 
Discount rate** ............. +/-5 (356)/395 (15)/16 
Expected return on assets +/-5 (3)/3 
Health care cost 
trend rate** oo... +/-1.0 791/(606) 96/(74) 


* Projected benefit obligation (PBO) for pension plans and accumulated 


postretirement benefit obligation (APBO) for OPEB plans. 
** Pretax impact on service cost, interest cost and amortization of gains or 
losses. 





Goodwill 

Goodwill is not amortized and is tested for impairment annually 
and when events or circumstances change such that it is more 
likely than not that the fair value of a reporting unit is reduced 
below its carrying amount. The end of the fiscal third quarter is 
the annual measurement date. To test for goodwill impairment, 
the carrying value of each reporting unit is compared with its fair 
value. If the carrying value of the goodwill is considered 
impaired, a loss is recognized based on the amount by which the 
carrying value exceeds the implied fair value of the goodwill. 


An estimate of the fair value of the reporting unit is 
determined through a combination of comparable market values 
for similar businesses and discounted cash flows. These 
estimates can change significantly based on such factors as the 
reporting unit's financial performance, economic conditions, 
interest rates, growth rates, pricing, changes in business 
strategies and competition. 
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Based on this testing, the company has not identified a 
reporting unit for which the goodwill was impaired in 2015, 
2014 and 2013. A 10 percent decrease in the estimated fair 
value of the company’s reporting units would have had no 
impact on the carrying value of goodwill at the annual 
measurement date in 2015. 


Allowance for Credit Losses 

The allowance for credit losses represents an estimate of the 
losses inherent in the company’s receivable portfolio. The level 
of the allowance is based on many quantitative and qualitative 
factors, including historical loss experience by product category, 
portfolio duration, delinquency trends, economic conditions and 
credit risk quality. The adequacy of the allowance is assessed 
quarterly. Different assumptions or changes in economic 
conditions would result in changes to the allowance for credit 
losses and the provision for credit losses. 


The total allowance for credit losses at October 31, 2015, 
2014 and 2013 was $198 million, $230 million and $240 million, 
respectively. The allowance decreased in 2015 compared to 
2014, and decreased in 2014, compared to 2013, due primarily 
to foreign currency translation in both periods. 


The assumptions used in evaluating the company’s 
exposure to credit losses involve estimates and significant 
judgment. The historical loss experience on the receivable 
portfolio represents one of the key assumptions involved in 
determining the allowance for credit losses. Over the last five 
fiscal years, this percent has varied by an average of 
approximately plus or minus .04 percent, compared to the 
average loss experience percent during that period. Holding 


other assumptions constant, if this estimated loss experience on 
the receivable portfolio were to increase or decrease .04 percent, 
the allowance for credit losses at October 31, 2015 would 
increase or decrease by approximately $14 million. 


Operating Lease Residual Values 

The carrying value of equipment on operating leases is affected 
by the estimated fair values of the equipment at the end of the 
lease (residual values). Upon termination of the lease, the 
equipment is either purchased by the lessee or sold to a third 
party, in which case the company may record a gain or a loss for 
the difference between the estimated residual value and the 
sales price. The residual values are dependent on current 
economic conditions and are reviewed when events or 
circumstances necessitate an evaluation. Changes in residual 
value assumptions would affect the amount of depreciation 
expense and the amount of investment in equipment on 
operating leases. 


The total operating lease residual values at October 31, 
2015, 2014 and 2013 were $3,603 million, $2,786 million and 
$2,115 million, respectively. The changes in 2015 and 2014 were 
due primarily to the increasing levels of operating leases. 


Estimates used in determining end of lease market values 
for equipment on operating leases significantly impact the 
amount and timing of depreciation expense. Hypothetically, if 
future market values for this equipment were to decrease 
10 percent from the company’s present estimates, the total 
impact would be to increase the company’s annual depreciation 
for equipment on operating leases by approximately 
$175 million. 





FINANCIAL INSTRUMENT MARKET RISK INFORMATION 


The company is naturally exposed to various interest rate and 


foreign currency risks. As a result, the company enters into 
derivative transactions to manage certain of these exposures 
that arise in the normal course of business and not for the 
purpose of creating speculative positions or trading. The 
company’s financial services operations manage the relationship 
of the types and amounts of their funding sources to their 
receivable and lease portfolio in an effort to diminish risk due to 
interest rate and foreign currency fluctuations, while responding 
to favorable financing opportunities. Accordingly, from time to 
time, these operations enter into interest rate swap agreements 
to manage their interest rate exposure. The company also has 
foreign currency exposures at some of its foreign and domestic 
operations related to buying, selling and financing in currencies 
other than the functional currencies. The company has entered 
into agreements related to the management of these foreign 
currency transaction risks. 


Interest Rate Risk 

Quarterly, the company uses a combination of cash flow models 
to assess the sensitivity of its financial instruments with interest 
rate exposure to changes in market interest rates. The models 
calculate the effect of adjusting interest rates as follows. Cash 
flows for financing receivables are discounted at the current 
prevailing rate for each receivable portfolio. Cash flows for 
marketable securities are primarily discounted at the applicable 
benchmark yield curve plus market credit spreads. Cash flows for 
unsecured borrowings are discounted at the applicable 
benchmark yield curve plus market credit spreads for similarly 
rated borrowers. Cash flows for securitized borrowings are 
discounted at the swap yield curve plus a market credit spread 


for similarly rated borrowers. Cash flows for interest rate swaps 
are projected and discounted using forward rates from the swap 
yield curve at the repricing dates. The net loss in these financial 
instruments’ fair values which would be caused by increasing the 
interest rates by 10 percent from the market rates at 

October 31, 2015 would have been approximately $14 million. 
The net loss from decreasing the interest rates by 10 percent at 
October 31, 2014 would have been approximately $18 million. 


Foreign Currency Risk 

In the equipment operations, the company’s practice is to hedge 
significant currency exposures. Worldwide foreign currency 
exposures are reviewed quarterly. Based on the equipment 
operations’ anticipated and committed foreign currency cash 
inflows, outflows and hedging policy for the next twelve months, 
the company estimates that a hypothetical 10 percent 
strengthening of the U.S. dollar relative to other currencies 
through 2016 would decrease the 2016 expected net cash 
inflows by approximately $32 million. At October 31, 2014, a 
hypothetical 10 percent weakening of the U.S. dollar under 
similar assumptions and calculations indicated a potential 
approximate $16 million adverse effect on the 2015 net cash 
inflows. 


In the financial services operations, the company’s policy is 
to hedge the foreign currency risk if the currency of the 
borrowings does not match the currency of the receivable 
portfolio. As a result, a hypothetical 10 percent adverse change 
in the value of the U.S. dollar relative to all other foreign 
currencies would not have a material effect on the financial 
services cash flows. 
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MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING 


The management of Deere & Company is responsible for 
establishing and maintaining adequate internal control over 
financial reporting. Deere & Company's internal control system 
was designed to provide reasonable assurance regarding the 
preparation and fair presentation of published financial 
statements in accordance with generally accepted accounting 
principles. 


All internal control systems, no matter how well designed, 
have inherent limitations. Therefore, even those systems 
determined to be effective can provide only reasonable 
assurance with respect to financial statement preparation and 
presentation in accordance with generally accepted accounting 
principles. 


Management assessed the effectiveness of the company’s 
internal control over financial reporting as of October 31, 2015, 
using the criteria set forth in Internal Control — Integrated 
Framework (2013) issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. Based on that 
assessment, management believes that, as of October 31, 2015, 
the Company’s internal control over financial reporting was 
effective. 


The Company's independent registered public accounting 
firm has issued an audit report on the effectiveness of the 
Company's internal control over financial reporting. This report 
appears below. 


December 18, 2015 


REPORT OF INDEPENDENT 
REGISTERED PUBLIC ACCOUNTING FIRM 


Deere & Company: 

We have audited the accompanying consolidated balance sheets 
of Deere & Company and subsidiaries (the Company”) as of 
October 31, 2015 and 2014, and the related statements of 
consolidated income, consolidated comprehensive income, 
changes in consolidated stockholders’ equity, and consolidated 
cash flows for each of the three years in the period ended 
October 31, 2015. Our audits also included the financial 
statement schedule listed in the Index under Part IV, Item 15(2). 
We also have audited the Company's internal control over 
financial reporting as of October 31, 2015, based on criteria 
established in Internal Control — Integrated Framework (2013) 
issued by the Committee of Sponsoring Organizations of the 
Treadway Commission. The Company’s management is 
responsible for these financial statements and financial 
statement schedule, for maintaining effective internal control 
over financial reporting, and for its assessment of the 
effectiveness of internal control over financial reporting, 
included in the accompanying Management's Report on Internal 
Control Over Financial Reporting. Our responsibility is to express 
an opinion on these financial statements and financial statement 
schedule and an opinion on the Company's internal control over 
financial reporting based on our audits. 





We conducted our audits in accordance with the standards 
of the Public Company Accounting Oversight Board (United 
States). Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement and 
whether effective internal control over financial reporting was 
maintained in all material respects. Our audits of the financial 
statements included examining, on a test basis, evidence 


supporting the amounts and disclosures in the financial 
statements, assessing the accounting principles used and 
significant estimates made by management, and evaluating the 
overall financial statement presentation. Our audit of internal 
control over financial reporting included obtaining an 
understanding of internal control over financial reporting, 
assessing the risk that a material weakness exists, and testing 
and evaluating the design and operating effectiveness of internal 
control based on the assessed risk. Our audits also included 
performing such other procedures as we considered necessary in 
the circumstances. We believe that our audits provide a 
reasonable basis for our opinions. 


A company’s internal control over financial reporting is a 
process designed by, or under the supervision of, the company’s 
principal executive and principal financial officers, or persons 
performing similar functions, and effected by the company’s 
board of directors, management, and other personnel to provide 
reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for 
external purposes in accordance with generally accepted 
accounting principles. A company’s internal control over financial 
reporting includes those policies and procedures that (1) pertain 
to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of 
the assets of the company; (2) provide reasonable assurance that 
transactions are recorded as necessary to permit preparation of 
financial statements in accordance with generally accepted 
accounting principles, and that receipts and expenditures of the 
company are being made only in accordance with authorizations 
of management and directors of the company; and (3) provide 
reasonable assurance regarding prevention or timely detection of 
unauthorized acquisition, use, or disposition of the company’s 
assets that could have a material effect on the financial 
statements. 


Because of the inherent limitations of internal control over 
financial reporting, including the possibility of collusion or 
improper management override of controls, material 
misstatements due to error or fraud may not be prevented or 
detected on a timely basis. Also, projections of any evaluation of 
the effectiveness of the internal control over financial reporting 
to future periods are subject to the risk that the controls may 
become inadequate because of changes in conditions, or that 
the degree of compliance with the policies or procedures may 
deteriorate. 


In our opinion, the consolidated financial statements 
referred to above present fairly, in all material respects, the 
financial position of the Company as of October 31, 2015 and 
2014, and the results of their operations and their cash flows for 
each of the three years in the period ended October 31, 2015, in 
conformity with accounting principles generally accepted in the 
United States of America. Also, in our opinion, such financial 
statement schedule, when considered in relation to the basic 
consolidated financial statements taken as a whole, presents 
fairly, in all material respects, the information set forth therein. 
Also, in our opinion, the Company maintained, in all material 
respects, effective internal control over financial reporting as of 
October 31, 2015, based on the criteria established in Internal 
Control — Integrated Framework (2013) issued by the Committee 
of Sponsoring Organizations of the Treadway Commission. 


DELOITTE & TOUCHE LLP 
Chicago, Illinois 
December 18, 2015 


DEERE & COMPANY 


STATEMENT OF CONSOLIDATED INCOME 
For the Years Ended October 31, 2015, 2014 and 2013 
(In millions of dollars) 





















































2015 2014 2013 
Net Sales and Revenues 
NQF SA OS sai ccce cts cuts, ud Sele weedeat. ute Niches let aah ke bbe actilah wha ho haa Sb dahlia saa denielnas pabaneganattndhabienstintasdc tation! $25,775.2 $32,960.6  $34,997.9 
Finance aiid interest iMCOMe: siccietssccisd cae. hievoeands nde decmendestdtepechatenensdsnagsebea alaeddsdacsdeadacwsadndlutbdads 2,381.1 2,282.1 2,115.1 
(PMG INCOM Geico. cette atte ht ire cd Stcaaca tec hanceaseatn esata tmech ithe uate tsaas teeter etn oleae temic nie eeu 706.5 824.2 682.4 
TOGA pie she dt beadecn cbt bhad bbe. chal Sta bbl ahad Hahd Slated badbtaiesebtdadbla tdrpetedted Sinpebaie Siocenaubueguaneioieteas 28,862.8  36,066.9 37,795.4 
Costs and Expenses 
COSPIOF Sales 2: cade. Pebiwiidis Mi cabavahoblesededhl ceaeuetida oi dates bal aednds Debga aid deh abl Ma cdadebdak sah dbtnardabaeyaaandonna 20,143.2 24,775.8 25,667.3 
Research and development expenses ............ccccceeeeeereeeeeeteeeeeeeeeeeeeeeeeeeeees 1,425. 452.0 1,477.3 
Selling, administrative and general expenses.............::sceeeeeeeeeeeeeeeeeeeeeeeeeeees 2,873.3 3,284.4 3,605.5 
IMECTESE EXPENSE cis eo hades nccintudenens se vnosihtiea bone stnspake sRtadenittr wnednninaarinedeled dnivas onde nh 680.0 664.0 741.3 
Other operatitig expenses «.<.i5. se.csseneeauaiestnedeanecea dccdenebvavebddn ieee daualewencasn te 961. 093.3 820.6 
Wal lnsesstecesteceqaneetenctensscasatuncanadetenpe rte cea aaassQeuyenme Con naataneasinangem denen teer atest, cana stan avaarenotencatce 26,082.7 = 31,269.5 32,312.0 
Income of Consolidated Group before Income Taxes ...................cccccccee cece eeeeneeeeeeeeeeeeeeeeeeeeeeteteeeeeeed 2,780. 4,797.4 5,483.4 
Provision FOr INCOME taXOS o...c. acess scecaesonntesnsietdsiacne Sebtassgohon Shoauwsbacgbacedaadpedinnnadd sivebuaesaghituagdexnionwbaas 840. 626.5 1,945.9 
Income of Consolidated Group...................cc cece cece eee neeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeentninneeeeteeeeeeteeeeeeeeees 1,940.0 3,170.9 3,537.5 
Equity in income (loss) of unconsolidated affiliates.....00.... ci. eeeeeeeeeeeeeeeee eee e eset ee teteeeeeeeeeeeeeeeeeeeeeeeeeneaeed &9 (7.6) dl 
Net INCOME s.20e2hiceinuddasdaidnd. Se neenenie abe abigilansee dinae abla std canteen ddsbwones dnadide Muda dasssientsabheiadheds ners heedeets 1,940.9 3,163.3 3,537.6 
Less: Net income attributable to noncontrolling interests .............:csseeeeeeeeeeeeeeeeeeeeeeeeeeeeeeentennennenees 9 1.6 3 
Net Income Attributable to Deere & Company........000000 nnn eet e erent $ 1,940.0 $ 3,161.7 $ 3,537.3 
$ 581 $ 871 $ 9.18 
$ 577 $ 863 $ 9.09 
$ 240 $ 222 $ 1.99 
BSG foe ac cacetaatnes teanutnenacastecehcnontatat ongtadaagasutuenie neerentnesde ate atacstaten tenecangscasanaradiuca nm aaten neeaastansneats 333.6 363.0 385.3 
UEC saci de cass cet dct certl db ettrgocenneg pte ge sieut Hohe ener antenallausbeathenteand «wtwnhwtes ethchatedh dunk uaisdieay baelhsujbaeaoatendustitteds 336.0 366.1 389.2 





The notes to consolidated financial statements are an integral part of this statement. 
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DEERE & COMPANY 

STATEMENT OF CONSOLIDATED COMPREHENSIVE INCOME 
For the Years Ended October 31, 2015, 2014 and 2013 

(In millions of dollars) 























2015 2014 2013 

NOt ICOM. ieSiie 3 sctierea ed xadoesaectiachedatadeacssn Sceieectarnd agen sghagabuatee teedoas daadaaoeacaeiedeintenceavadcdaetieiasanGaveduedeans $1,940.9 $3,163.3  $ 3,537.6 
Other Comprehensive Income (Loss), Net of Income Taxes 

Retirement. benefits adjustment 4.03 cccaccccccescnnncaceve secon eaneeecgedeseaaneessctnedsedssesebaceasssueeserd+denenauarenetecte (7.7) (684.4) 1,950.0 

Cumulative translation adjustment bg (935.1) (415.5) (70.9) 

Unrealized gain (loss) On derivatives ............ccccceceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaenneeeeeeeeeeeeeeeeeeeeeeeeeeeeeeae (2.5) 2.8 10.7 

Unrealized gain (loss) on investments .............::ccceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeenneeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaaae (1.5) 6.9 (11.3) 
Other Comprehensive Income (Loss), Net of Income Taxes...................cccceeeeeeeceeeeeeee tesa eee ntetnenneeeeeeeeees (946.8) — (1,090.2) 1,878.5 
Comprehensive Income of Consolidated Group......................::ccccceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeentnnnneeeeeess 994.1 2,073.1 5,416.1 
Less: Comprehensive income attributable to noncontrolling interests............:::sceeeeeeeeeeeeeeeeeeeeeeeeeeeeeennnnnees 5 13 A 
Comprehensive Income Attributable to Deere & Company... eects $ 993.6 $2,071.88 $5,415.7 











The notes to consolidated financial statements are an integral part of this statement. 


DEERE & COMPANY 


CONSOLIDATED BALANCE SHEET 
As of October 31, 2015 and 2014 
(In millions of dollars except per share amounts) 


















































2015 2014 
ASSETS 
Cash and cash equivalents... sciatic neds: oSnavnagutecctnd whens Guieidatadededlidagadtaialy aretnadhasttetaagalaadthunad stendiedheeate atest nis $ 4,162.2 $ 3,787.0 
Marketable sectiriti@sis:cscsssiwsstusseaaansive-dancdde biadinscnctad bbe niudgavereneaebiaeds cedaecduoneiabanieneaadaadeashiauended neces heSudestesad’ 437.4 1,215.1 
Receivables from unconsolidated affiliates 33:3 30.2 
Trade accounts and notes receivable — net 3,051.1 3,277.6 
Financing receivab 24,809.0 27,422.2 
Financing receivab 4,834.6 4,602.3 
Other receivables . 991.2 1,500.3 
Equipment on ope 4,970.4 4,015.5 
[MVENTOROS 22, ccssaoetnacetetautedeuseauspaindunniessidessandiertoontbasracbnasandedbes 3,817.0 4,209.7 
Property and equipment et iccc2.5:ecsascesnereeceteuncececedabiostaupeaaupiiabaetouedaaédcaitateiase paudepeagnzendoeieseddoueded catadedeataeoudnes 5,181.5 5,577.8 
Investments in unconsolidated affiliates......... 0... ccc ececeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeneeeeeeeeeeeeeeeeeeeeeeeeeeeeeeestniennenenees 303.5 303.2 
GOOGWH ai salts say eacteesteiacs see mealstyese! dandnaderinGsadaalet vested eetinaaiea ands 726.0 791.2 
Other intangible assets — net 63.6 68.8 
RELEMENE HOMERS ec ta.cincy, n.crnsaedetin donaesaseresddaedtguct ackccccen iat tedp se apeamdes eabonnte akceradsenheguateg anes wines remade siren aateed ae 215.6 262.0 
Deferred inCOme taxes <scccioiscsivezes ness npuss ened’ calrcasmtencead al unagabbeduaaendavtdeeidekes nocd ioeaudbanteesadadsnaniuagiecdtadathedueedde ss 2,767.3 2,776.6 
ODMGI ASSETS 2155 rec eveciges dan ta: ddnen asim aus sasantetavnnaccafema teas atanaanandtananepeniomecaphend phat peas asaadamanageadsaungeadeieesRoasneqaceueatene tes 1,583.9 1,496.9 
Total Assets: ic csucp ch svistiwasdesbacectedsnitespebasupvansdbad nog shacaaluwesdnabie neh natnduasa sauaueusuontantincnseaginalumubiabiesknadbedanenas $57,947.6 $61,336.4 
LIABILITIES AND STOCKHOLDERS’ EQUITY 
LIABILITIES 
Short: tern DOMOWINGS:.ssiaenpesdvsd sacesausaicsdemnateebihsnhe ied Jhaaten buceecdecdacd benead vewiebgbanae.bbitcane els shdads bdomeddeabicendnaiSameael cs $ 8,426.6 $ 8,019.2 
Short-term securitization borrowings 4,590.0 4,558.5 
Payables to unconsolidated affiliates 80.6 101.0 
Accounts payable and accruled expense i.s.cccacacscceencd-ance sie opaeateesa dea maesenuduneceencnenvéesdedssusuyeddeancenivennneenaceoecdeberess 7,311.5 8,554.1 
DeTerrediiMGOMme taxes.e.. scckch we. avonsaaseetaacencete cose Aenl edna iraisdad an vaiupeatrenestngeatiaedndduenewesoalbalustaqaavesce Yate Gbctae sts davai 160.8 160.9 
Long-term borrowingS .........::::eseeeeeeeeeeeeeeeeeeeeeeeeeeunteteeeeeeeeeeeeeeeeeees 23,832.8 24,380.7 
Retirement benefits and other liabilities 6,787.7 6,496.5 
WOtal ABIES: 9teasade Crocs eecent staan ecauasenesmateg tats asgsagessamtaccetentedania in ta naogmenteteeeetesanagtadea geatoteuncteedas eaten 51,190.0 52,270.9 

Commitments and contingencies (Note 22) 
STOCKHOLDERS’ EQUITY 
Common stock, $1 par value (authorized — 1,200,000,000 shares; 

issued — 536,431,204 shares in 2015 and 2014), at paid-in AMOUNE............ ccc seeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeetentenneneeteees 3,825.6 3,675.4 
Common stock in treasury, 219,743,893 shares in 2015 and 190,926,805 shares in 2014, at COSt.........eeeeeeeeeeeeettteeeeee (15,497.6)  (12,834.2) 
Retained! @arnings scaascscucdenceonedecsasancseeedeanusslctoesnuie dened cpudeduse sg inasaneiedgenbesinnbdeamda seabenien baud dead oeaes omebexelengseamenwentecs 23,144.8 22,004.4 
Accumulated other comprehensive income (lOSS) ..........:::::seeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaneeeeeeeeeeeeeeeeeeeeeeeeeeeeeeentenennneeees (4,729.4) (3,783.0) 
Total Deere & Company stockholders’ equity..............::ccceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaaeaenntteeeeeeeeeeeeeeeeeeeeeeeeeeeeetnnnnnnnees 6,743.4 9,062.6 
NOMCONtrOlliNg WMtereSts ss. iscdesswr ssid. sdemcdancd coche weece dete Maadesieee ed adsddoavtdhesd denen aut young Huadbdeise flab deat bored dddacn oabuntanudat! 14.2 2.9 

Total Stockholders Gq UitYisie:cccsoscesenosnstumasasuscesatsdhesenpaccnned sete teecatnidnstaadatubgacanacanaietedtetduduabedeeeinngcanaaiayhadeanents 6,757.6 9,065.5 
Total Liabilities and Stockholders’ Equity .........0000000 0 eee errr iteettttttttennnnnnneneieees $57,947.6 $61,336.4 











The notes to consolidated financial statements are an integral part of this statement. 
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DEERE & COMPANY 


STATEMENT OF CONSOLIDATED CASH FLOWS 
For the Years Ended October 31, 2015, 2014 and 2013 
(In millions of dollars) 


















































2015 2014 2013 
Cash Flows from Operating Activities 
NG PEO MO evcticse cccehetihetece weal ad ames vieada sont Ns ute Naat tien uadallelesseotigiied atoidetdkesytddeniiteate gendite! $ 1,940.9 $ 3,163.3 $ 3,537.6 
Adjustments to reconcile net income to net cash provided by operating activities: 
Provision for Credit IOSSCS ...........cccccccececcc ee eece eee eee ee eeeee neta ee eeeeeeeeeeeeeeeeeeeeeeeeeeseeteseeetuaeeeeaneeeens 55.4 38.1 20.5 
Provision for depreciation and amortization 0.0.2.2... ..cccceeeeeeeseeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeenennenneneess 1,382.4 1,306.5 1,140.3 
Impaitime nt Charges .cicscudsesecrorentanneagatetainwasniesy noses veudwodenaeubasess suas aeauebanadcsenaies Aesbeed madgahieiaances 34.8 95.9 102.0 
Share-based compensation @xPeMse ............cccc cece eee eeseeeeeeeeeeeeeeeeteeeeeeeeeeeeeeeeeeeesatnteeneeeeeteteeeeeess 66.1 78.5 80.7 
Undistributed earnings of unconsolidated affiliates ............. cc cccsseeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeentnneneeeeees (1.0) 9.3 9.1 
Crédit Tor deferred income: taxes siisicvecaccidavchnnpatiedavinedaniandusherssdgebcanaiad dvnh dawdsiububbedauevegdaaieednobaniad: (18.4) (280.1) (172.6) 
Changes in assets and liabilities: 
Trade, notes and financing receivables related to sales .............eeeeeeeeeeeee eee eeeetetteeeeeeeeeteeeeeeeeeeeees 811.6 (749.0) (1,510.2) 
Insurance receivables ..............cccccecceeceecceeceeeeceseueeceeeeueetueesesteeeeeetsesteneesestenetaeetseetsneteestans 333.4 (149.9) 263.4 
HAVER TONGS face cece ses eee cre te staat eee eteenectcae acer come otace aa ciee saa Naaeeteneeeastecenneaceeesee itana.taee, (691.4) (297.9) (728.4) 
Accounts payable and accrued expenses............ssseeeeeeeeeeeeeeeeeeeeeeeeeeeeentteeeeeeeeeeeeeeeeeeeeeetereaaeees (503.6) (137.1) 217.1 
Accrued income taxes payable/receivable ..............cccceeeeeeeeeeeeeeeeeeeeeeeeeneteeeeeeeeeeeeeeeeeeeeeeeteneneeeaa (137.6) 342.6 80.4 
REtinenMeNnt DEMET tS cre aacdih oe cticel Meniede sh xa bbodesiaet sake Mase aeiehncthad soeabuead basen duaetenkatene Adadeeabiees aaa deadls 4275 336.9 262.0 
OGM GR eetececsecteta use casanaaeasadaata testes esnanndaannee sates eaccuiaesanaunncubsatyseatnncnnessesneGecatenaameGaseneeavenseacde: 40.2 (231.2) (47.6) 
Net cash provided by operating activities ..............ceeeeeeeeeeeeeeee esses enetteeeeeeeeeeeeeeeeeeeeeeeeeeteaeeeaed 3,740.3 3,525.9 3,254.3 
Cash Flows from Investing Activities 
Collections of receivables (excluding receivables related to sales) ...............ceesseeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeees 14,919.7 15,319.1 14,088.0 
Proceeds from maturities and sales of marketable SeCUTitieS ............. cece ccc cece cc ce eeceeeeeeeeeeceeeueeeeueeeeeneees 860.7 1,022.5 843.9 
Proceeds from sales of equipment on operating leases............seeeeeeeeeeeeeeeeeeeeeeeeeeeeeeettteneneeeeeeeeeeeeeeees 1,049.4 1,091.5 936.7 
Proceeds from sales of businesses, net Of CaSh SOId........ cece cecccceeccceeeecee ee eeceueeeeeeeeeeseeeeeueeeeseeeeeneees 149.2 345.8 22.0 
Cost of receivables acquired (excluding receivables related to sales) ...............c:sceeeeeeeeeeeeeeeeeeeeeeeeeeeeeees (14,996.5) = (17,240.4) (17,011.7) 
Purchases of marketable: S@CUPIEICS cic cccesecesvenssniuyseeaer daneetnee Uevdeameneaactyscelaanerreduedvadiweies¥eharetieetdenties (154.9) (614.6) (1,026.3) 
Purchases of property and eqUuIPMeNt................cccceeee cece ee eeeeenteeeeeeeeeeeeeeeeeeeeeeeeeeeeeaeunnnnneneeeteeteeeeess (694.0) (1,048.3) (1,158.4) 
Cost of equipment on operating leases acquired .............cceseeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeenttteeeeeeeeteeteeeeeeees (2,132.1) (1,611.0) (1,216.9) 
Acquisitions of businesses, net of cash ACQUIFEC ......... ee cece eects eeeeeeeeeeeeeeeeteeeeeeeeeeeeeeeeeeeeeeennnnnnneeeess (83.5) 
10 Jr =) pea menses one UO nC en CN eR nS Re ed EC Os See (60.2) (145.6) (214.5) 
Net cash used for investing activities ......0........ccceceeeeeeeeeeeeeeeeeeeeeeeeentteteeeeeeeeeeeeeeeeeeeeeeeeeeeeeaa (1,058.7) (2,881.0) (4,820.7) 
Cash Flows from Financing Activities 
Increase in total short-term DOrroWiNGS............ccccceeeeee cece eee eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeesuitnnnneseeeeteteeeeess 501.6 89.2 2,749.4 
Proceeds from long-term borrowingS..........:cccceeeececeeeeee eee eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeetnnenneeeeeeseseeeees 5,711.0 8,232.0 4,734.0 
Payments of long-term DOrroWiNgS ...........ceeeeeeeeeeeeeeeeeee eee eeeenneeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeesnnnnneeneeeeeeress (4,863.2) (5,209.1) (4,958.5) 
Proceeds from issuance Of COMMON SOCK 0.2.00... ccccceeccc ee eece ee eeee ee eeeeeeeeeeeeeeeeeeeseeeeeeeeueeteeeeeeeneeetanees 172.) 149.5 174.5 
Repurchases Of COMMON StOGk scsi: cutee vacid evausgadeanente neaceneneen ines dnseadsulieneataudssngercadnayadunteoavartaddigeatee (2,770.7) (2,731.1) (1,531.4) 
Divides Paldhisst essndeteacgttectsadenite en ndgonnt, Deachalidagh Groheah sheds densabeae Widaet tad eas soem enabebdaae enc a wteaphicas! (816.3) (786.0) (752.9) 
Excess tax benefits from share-based Compensation ............:::seeeeeeeeeeeeeceeeeeeeeeeeeeeuttttneeeeeeeteeeeeeeeeees 18.5 30.8 50.7 
OGG Ris. serestecc nase cadanenscteceatete anatteaumaseaos tance musant acetate sandede lane rnadne tomaccnacnmpeatentalncadiatadaetntm kee ks (72.1) (63.6) (59.3) 
Net cash (used for) provided by financing activities ................eeee cece eee eeeeeeeteeeteeeeeeeeeeeeeeeeeeeeeees (2,119.1) (288.3) 406.5 
Effect of Exchange Rate Changes on Cash and Cash Equivalents.....................0.cscseeeeeeeeeeeeeeeeeeeeeeees (187.3) (73.6) 11.7 
Net Increase (Decrease) in Cash and Cash Equivalents......................ccccceeeeeeeeeeeeeeeeeeeeeeeteeeeeeeeeeeeees 375.2 283.0 (1,148.2) 
Cash and Cash Equivalents at Beginning of Year ....................cceeceecececeeee cette eee etettteeeeeeeeeeeeeeeeeeeeees 3,787.0 3,504.0 4,652.2 
Cash and Cash Equivalents at End of Year.............00000 occ ete eee e eet eet en nnnnenneeeeeeeees $ 4,162.2 $ 3,787.0 $ 3,504.0 











The notes to consolidated financial statements are an integral part of this statement. 


DEERE & COMPANY 


STATEMENT OF CHANGES IN CONSOLIDATED STOCKHOLDERS’ EQUITY 


For the Years Ended October 31, 2013, 2014 and 2015 


(In millions of dollars) 





Balance October 31, 2012 


N@E INCOM Gieccsctind cintineots docidonssaabednatenamontecane detec 
Other comprehensive income ............:::ssseeeeeeeeeeeeeees 
Repurchases of common Stock............cccceeerereeeeeeeees 
Treasury shares reissued 
Dividends declared ........ ee 

Deconsolidation of variable interest entity.................. 
Stock options and other shareholder transactions 


Balance October 31, 2013 





INGE INCOM Cie, i3.:6ic2 Meet ccedanatatvdtashenseieecareaectaaredecten 
Other comprehensive loss ..............000eeeeeeeeeeeeeeeeeeeees 
Repurchases of common stock 
Treasury shares reissued 
Dividends declared 





Balance October 31, 2014 


NG@P INCOMES och dei Gis chectdabcbabsyaed ddatbeierencesaataeecetece 
Other comprehensive loss ..............0000ceeeeeeeeeeeeeeeeees 
Repurchases of common stock 
Treasury shares reissued 
Dividends declared 








Deere & Company Stockholders 









































Accumulated 
Total Other Non- 
Stockholders’ Common _ Treasury Retained Comprehensive controlling 
Equity Stock Stock Earnings Income (Loss) Interests 
$ 6,862.0 $3,352.2  $ (8,813.8) $16,875.2 $(4,571.5) $19.9 
3,537.6 3,931.3 3 
1,878.5 1,878.4 sl 
(1,531.4) (1,531.4) 
134.3 134.3 
(774.5) (766.6) (7.9) 
(10.6) (10.6) 
171.8 172.0 (.3) J 
10,267.7 3,524.2 = (10,210.9) = 19,645.6 (2,693.1) 1.9 
3,163.3 3,161.7 1.6 
(1,090.2) (1,089.9) (.3) 
(2,731.1) (2,731.1) 
107.8 107.8 
(803.7) (803.4) (.3) 
151.7 151.2 5 
9,065.5 3,675.4 = (12,834.2) — 22,004.4 (3,783.0) 29 
1,940.9 1,940.0 a 
(946.8) (946.4) (.4) 
(2,770.7) (2,770.7) 
107.3 107.3 
(800.8) (799.5) (1.3) 
162.2 150.2 (.1) 12.1 
$ 6,757.6 $3,825.6  $(15,497.6) $23,144.8 $(4,729.4) $14.2 





The notes to consolidated financial statements are an integral part of this statement. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 





1. ORGANIZATION AND CONSOLIDATION 





Structure of Operations 
The information in the notes and related commentary are 
presented in a format which includes data grouped as follows: 


Equipment Operations — Includes the company’s agriculture 
and turf operations and construction and forestry operations 
with financial services reflected on the equity basis. 


Financial Services — Includes primarily the company’s 
financing operations. 


Consolidated — Represents the consolidation of the 
equipment operations and financial services. References to 
“Deere & Company” or “the company” refer to the entire 
enterprise. 


Principles of Consolidation 

The consolidated financial statements represent primarily the 
consolidation of all companies in which Deere & Company has a 
controlling interest. Certain variable interest entities (VIEs) are 
consolidated since the company has both the power to direct 
the activities that most significantly impact the VIEs’ economic 
performance and the obligation to absorb losses or the right to 
receive benefits that could potentially be significant to the VIEs. 
Deere & Company records its investment in each unconsolidated 
affiliated company (generally 20 to 50 percent ownership) at its 
related equity in the net assets of such affiliate (see Note 10). 
Other investments (less than 20 percent ownership) are recorded 
at cost. 


Fiscal Year 

The company has historically and continues to use a 52/53 week 
fiscal year ending on the last Sunday in the reporting period. The 
fiscal year ends for 2015, 2014 and 2013 were November 1, 
2015, November 2, 2014 and October 27, 2013, respectively. 
Fiscal year 2014 contained 53 weeks. For ease of presentation, 
the consolidated financial statements and notes continue to be 
dated October 31. 


Variable Interest Entities 
See Note 13 for VIEs related to securitization of financing 
receivables. 


2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


The following are significant accounting policies in addition to 


those included in other notes to the consolidated financial 
statements. 


Use of Estimates in Financial Statements 

The preparation of financial statements in conformity with 
accounting principles generally accepted in the U.S. requires 
management to make estimates and assumptions that affect the 
reported amounts and related disclosures. Actual results could 
differ from those estimates. 


Revenue Recognition 

Sales of equipment and service parts are recorded when the 
sales price is determinable and the risks and rewards of 
ownership are transferred to independent parties based on the 
sales agreements in effect. In the U.S. and most international 
locations, this transfer occurs primarily when goods are shipped. 
In Canada and some other international locations, certain goods 
are shipped to dealers on a consignment basis under which the 
risks and rewards of ownership are not transferred to the dealer. 


Accordingly, in these locations, sales are not recorded until a 
retail customer has purchased the goods. In all cases, when a 
sale is recorded by the company, no significant uncertainty exists 
surrounding the purchaser’s obligation to pay. No right of return 
exists on sales of equipment. Service parts and certain 
attachments returns are estimable and accrued at the time a sale 
is recognized. The company makes appropriate provisions based 
on experience for costs such as doubtful receivables, sales 
incentives and product warranty. 


Financing revenue is recorded over the lives of related 
receivables using the interest method. Insurance premiums 
recorded in other income are generally recognized in proportion 
to the costs expected to be incurred over the contract period. 
Deferred costs on the origination of financing receivables are 
recognized as a reduction in finance revenue over the expected 
lives of the receivables using the interest method. Income and 
deferred costs on the origination of operating leases are 
recognized on a straight-line basis over the scheduled lease 
terms in finance revenue. 


Sales Incentives 

At the time a sale is recognized, the company records an 
estimate of the future sales incentive costs for allowances and 
financing programs that will be due when a dealer sells the 
equipment to a retail customer. The estimate is based on 
historical data, announced incentive programs, field inventory 
levels and retail sales volumes. 


Product Warranties 

At the time a sale is recognized, the company records the 
estimated future warranty costs. These costs are usually 
estimated based on historical warranty claims (see Note 22). 


Sales Taxes 

The company collects and remits taxes assessed by different 
governmental authorities that are both imposed on and 
concurrent with revenue producing transactions between the 
company and its customers. These taxes may include sales, use, 
value-added and some excise taxes. The company reports the 
collection of these taxes on a net basis (excluded from 
revenues). 


Shipping and Handling Costs 
Shipping and handling costs related to the sales of the 
company’s equipment are included in cost of sales. 


Advertising Costs 

Advertising costs are charged to expense as incurred. This 
expense was $157 million in 2015, $174 million in 2014 and 
$183 million in 2013. 


Depreciation and Amortization 

Property and equipment, capitalized software and other 
intangible assets are stated at cost less accumulated 
depreciation or amortization. These assets are depreciated over 
their estimated useful lives generally using the straight-line 
method. Equipment on operating leases is depreciated over the 
terms of the leases using the straight-line method. Property and 
equipment expenditures for new and revised products, increased 
capacity and the replacement or major renewal of significant 
items are capitalized. Expenditures for maintenance, repairs and 
minor renewals are generally charged to expense as incurred. 





Securitization of Receivables 

Certain financing receivables are periodically transferred to 
special purpose entities (SPEs) in securitization transactions (see 
Note 13). These securitizations qualify as collateral for secured 
borrowings and no gains or losses are recognized at the time of 
securitization. The receivables remain on the balance sheet and 
are classified as “Financing receivables securitized — net.” The 
company recognizes finance income over the lives of these 
receivables using the interest method. 


Receivables and Allowances 

All financing and trade receivables are reported on the balance 
sheet at outstanding principal adjusted for any charge-offs, the 
allowance for credit losses, and any deferred fees or costs on 
originated financing receivables. Allowances for credit losses are 
maintained in amounts considered to be appropriate in relation 
to the receivables outstanding based on collection experience, 
economic conditions and credit risk quality. Receivables are 
written-off to the allowance when the account is considered 
uncollectible. 


Impairment of Long-Lived Assets, Goodwill and Other 
Intangible Assets 

The company evaluates the carrying value of long-lived assets 
(including property and equipment, goodwill and other 
intangible assets) when events or circumstances warrant such a 
review. Goodwill and intangible assets with indefinite lives are 
tested for impairment annually at the end of the third fiscal 
quarter each year, and more often if events or circumstances 
indicate a reduction in the fair value below the carrying value. 
Goodwill is allocated and reviewed for impairment by reporting 
units, which consist primarily of the operating segments and 
certain other reporting units. The goodwill is allocated to the 
reporting unit in which the business that created the goodwill 
resides. To test for goodwill impairment, the carrying value of 
each reporting unit is compared with its fair value. If the carrying 
value of the goodwill or long-lived asset is considered impaired, 
a loss is recognized based on the amount by which the carrying 
value exceeds the fair value of the asset (see Note 5). 


Derivative Financial Instruments 

It is the company’s policy that derivative transactions are 
executed only to manage exposures arising in the normal course 
of business and not for the purpose of creating speculative 
positions or trading. The company’s financial services manage 
the relationship of the types and amounts of their funding 
sources to their receivable and lease portfolio in an effort to 
diminish risk due to interest rate and foreign currency 
fluctuations, while responding to favorable financing 
opportunities. The company also has foreign currency exposures 
at some of its foreign and domestic operations related to 
buying, selling and financing in currencies other than the 
functional currencies. 


All derivatives are recorded at fair value on the balance 
sheet. Cash collateral received or paid is not offset against the 
derivative fair values on the balance sheet. Each derivative is 
designated as either a cash flow hedge, a fair value hedge, or 
remains undesignated. Changes in the fair value of derivatives 
that are designated and effective as cash flow hedges are 
recorded in other comprehensive income and reclassified to the 
income statement when the effects of the item being hedged 
are recognized in the income statement. Changes in the fair 


value of derivatives that are designated and effective as fair 
value hedges are recognized currently in net income. These 
changes are offset in net income to the extent the hedge was 
effective by fair value changes related to the risk being hedged 
on the hedged item. Changes in the fair value of undesignated 
hedges are recognized currently in the income statement. All 
ineffective changes in derivative fair values are recognized 
currently in net income. 


All designated hedges are formally documented as to the 
relationship with the hedged item as well as the risk- 
management strategy. Both at inception and on an ongoing 
basis the hedging instrument is assessed as to its effectiveness. 
If and when a derivative is determined not to be highly effective 
as a hedge, the underlying hedged transaction is no longer likely 
to occur, the hedge designation is removed, or the derivative is 
terminated, the hedge accounting discussed above is 
discontinued (see Note 27). 


Foreign Currency Translation 

The functional currencies for most of the company’s foreign 
operations are their respective local currencies. The assets and 
liabilities of these operations are translated into U.S. dollars at 
the end of the period exchange rates. The revenues and 
expenses are translated at weighted-average rates for the 
period. The gains or losses from these translations are recorded 
in other comprehensive income. Gains or losses from 
transactions denominated in a currency other than the 
functional currency of the subsidiary involved and foreign 
exchange forward contracts are included in net income. The 
pretax net gain (loss) for foreign exchange in 2015, 2014 and 
2013 was $22 million, $(47) million and $(26) million, 
respectively. 


3. NEW ACCOUNTING STANDARDS 





New Accounting Standards Adopted 

In April 2015, the Financial Accounting Standards Board (FASB) 
issued Accounting Standards Update (ASU) No. 2015-04, 
Practical Expedient for the Measurement Date of an Employer's 
Defined Benefit Obligation and Plan Assets, which amends 
Accounting Standards Codification (ASC) 715, Compensation — 
Retirement Benefits. This ASU provides a practical expedient for 
entities whose fiscal year end does not coincide with a month 
end. The practical expedient permits defined benefit plan assets 
and obligations to be measured using the month end that is 
closest to the entity's fiscal year end. Early adoption is 
permitted. The company early adopted this ASU in the fourth 
quarter of 2015. As a result, pension and other postretirement 
benefit plan assets and liabilities were measured as of 

October 31, 2015. The adoption did not have a material effect 
on the company’s consolidated financial statements. 


In May 2015, the FASB issued ASU No. 2015-07, 
Disclosures for Investments in Certain Entities That Calculate Net 
Asset Value per Share (or Its Equivalent), which amends ASC 820, 
Fair Value Measurement. This ASU removes the requirement to 
categorize within the fair value hierarchy investments without 
readily determinable fair values in entities that elect to measure 
fair value using net asset value per share or its equivalent. The 
ASU requires that these investments continue to be shown in 
the investment disclosure amount to allow the disclosure to 
reconcile to the investment amount presented in the balance 
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sheet. The ASU was early adopted in the fourth quarter of fiscal 
year 2015 and was applied retrospectively (see pension and 
health care assets in Note 7). The adoption did not have a 
material effect on the consolidated financial statements. 


New Accounting Standards to be Adopted 

In May 2014, the FASB issued ASU No. 2014-09, Revenue from 
Contracts with Customers (Topic 606), which supersedes the 
revenue recognition requirements in ASC 605, Revenue 
Recognition. This ASU is based on the principle that revenue is 
recognized to depict the transfer of goods or services to 
customers in an amount that reflects the consideration to which 
the entity expects to be entitled in exchange for those goods or 
services. The ASU also requires additional disclosure about the 
nature, amount, timing and uncertainty of revenue and cash 
flows arising from customer contracts, including significant 
judgments and changes in judgments and assets recognized 
from costs incurred to obtain or fulfill a contract. In August 
2015, the FASB issued ASU No. 2015-14, Deferral of the 
Effective Date, which amends ASU No. 2014-09. As a result, the 
effective date will be the first quarter of fiscal year 2019 with 
early adoption permitted in the first quarter of fiscal year 2018. 
The adoption will use one of two retrospective application 
methods. The company has not determined the potential effects 
on the consolidated financial statements. 


In June 2014, the FASB issued ASU No. 2014-12, 
Accounting for Share-Based Payments When the Terms of an 
Award Provide That a Performance Target Could Be Achieved 
after the Requisite Service Period, which amends ASC 718, 
Compensation — Stock Compensation. This ASU requires that a 
performance target that affects vesting and that could be 
achieved after the requisite service period be treated as a 
performance condition. Therefore, the performance target 
should not be reflected in estimating the grant-date fair value of 
the award. Compensation cost should be recognized in the 
period in which it becomes probable that the performance target 
will be achieved and should represent the compensation cost 
attributable to the period(s) for which the requisite service has 
already been rendered. The total compensation cost recognized 
during and after the requisite service period should reflect the 
number of awards that are expected to vest and should be 
adjusted to reflect those awards that ultimately vest. The 
effective date will be the first quarter of fiscal year 2017. The 
adoption will not have a material effect on the company’s 
consolidated financial statements. 


In April 2015, the FASB issued ASU No. 2015-03, 
Simplifying the Presentation of Debt Issuance Costs, which 
amends ASC 835-30, Interest — Imputation of Interest. This ASU 
requires that debt issuance costs related to borrowings be 
presented in the balance sheet as a direct deduction from the 
carrying amount of the borrowing. This treatment is consistent 
with debt discounts. The ASU does not affect the amount or 
timing of expenses for debt issuance costs. The effective date 
will be the first quarter of fiscal year 2017 and will be applied 
retrospectively. The adoption will not have a material effect on 
the company’s consolidated financial statements. 


In April 2015, the FASB issued ASU No. 2015-05, 
Customer's Accounting for Fees Paid in a Cloud Computing 
Arrangement, which amends ASC 350-40, Intangibles-Goodwill 
and Other-Internal-Use Software. This ASU provides guidance to 


customers about whether a cloud computing arrangement 
includes a software license. If an arrangement includes a 
software license, the accounting for the license will be 
consistent with licenses of other intangible assets. If the 
arrangement does not include a license, the arrangement will be 
accounted for as a service contract. The effective date will be 
the first quarter of fiscal year 2017 and will be adopted 
prospectively. The adoption will not have a material effect on the 
company’s consolidated financial statements. 


In May 2015, the FASB issued ASU No. 2015-09, 
Disclosures about Short-Duration Contracts, which amends 
ASC 944, Financial Services — Insurance. This ASU requires 
disclosure of additional information about unpaid claims and 
claims adjustment expenses, including a rollforward of the 
liability of the claims adjustment liability. The effective date will 
be the fourth quarter of fiscal year 2017. The adoption will not 
have a material effect on the company’s consolidated financial 
statements. 


In July 2015, the FASB issued ASU No. 2015-11, Simplifying 
the Measurement of Inventory, which amends ASC 330, 
Inventory. This ASU simplifies the subsequent measurement of 
inventory by using only the lower of cost or net realizable value. 
The ASU does not apply to inventory measured using the last-in, 
first-out method. The effective date will be the first quarter of 
fiscal year 2018 with early adoption permitted. The adoption will 
not have a material effect on the company’s consolidated 
financial statements. 


In August 2015, the FASB issued ASU No. 2015-15, 
Presentation and Subsequent Measurement of Debt Issuance 
Costs Associated with Line-of-Credit Arrangements, which 
amends ASC 835-30, Interest — Imputation of Interest. This ASU 
clarifies the presentation and subsequent measurement of debt 
issuance costs associated with lines of credit. These costs may 
be presented as an asset and amortized ratably over the term of 
the line of credit arrangement, regardless of whether there are 
outstanding borrowings on the arrangement. The effective date 
will be the first quarter of fiscal year 2017 and will be applied 
retrospectively. The adoption will not have a material effect on 
the company’s consolidated financial statements. 


4. DISPOSITIONS 


In March 2015, the company closed the sale of all of the stock 
of its wholly-owned subsidiaries, John Deere Insurance Company 
and John Deere Risk Protection, Inc. (collectively the Crop 
Insurance operations) to Farmers Mutual Hail Insurance Company 
of lowa. These operations were included in the company’s 
financial services operating segment. At January 31, 2015, the 
total assets of $381 million and liabilities of $267 million were 
classified as held for sale in the consolidated financial 
statements, which consisted of $13 million of cash and cash 
equivalents, $79 million of marketable securities, $265 million of 
other receivables, $4 million of other intangible assets-net and 
$20 million of other assets. The related liabilities held for sale 
consisted of accounts payable and accrued expenses. The total 
amount of proceeds from the sale was approximately 

$154 million, including $5 million of cash and cash equivalents 
sold, with a gain recorded in other income of $42 million pretax 
and $40 million after-tax. The tax expense was partially offset by 
a change in a valuation allowance on a capital loss carryforward. 





The company provided certain business services for a fee during 
a transition period. 


In May 2014, the company closed the sale of the stock and 
certain assets of the entities that compose the company’s Water 
operations to FIMI Opportunity Funds. The sale was the result of 
the company’s intention to invest its resources in growing core 
businesses. At April 30, 2014, the total assets of $85 million and 
liabilities of $50 million were classified as held for sale in the 
consolidated financial statements, which consisted of $57 million 
of trade receivables, $10 million of other receivables, $49 million 
of inventories and $5 million of other assets less a $36 million 
asset impairment. The related liabilities held for sale consisted of 
accounts payable and accrued expenses of $47 million and 
retirement benefits and other liabilities of $3 million. The total 
amount of proceeds from the sale was approximately $35 million 
with a loss recorded in other operating expenses of $10 million 
pretax and after-tax in addition to the impairments recorded (see 
Note 5). The company provided certain business services for a 
fee during a transition period. 


In December 2013, the company closed the sale of 
60 percent of its subsidiary John Deere Landscapes, LLC 
(Landscapes) to a private equity investment firm affiliated with 
Clayton, Dubilier & Rice, LLC (CD&R). At October 31, 2013, the 
total assets of $505 million and liabilities of $120 million for 
these operations were classified as held for sale in the 
consolidated financial statements and written down to realizable 
value, which consisted of $153 million of trade receivables, 
$219 million of inventories, $37 million of property and 
equipment, $106 million of goodwill, $25 million of other 
intangible assets and $10 million of other assets less a 
$45 million asset impairment. The related liabilities held for sale 
consisted of accounts payable and accrued expenses. The total 
amount of proceeds from the sale at closing was approximately 
$305 million with no significant gain or loss, which consisted of 
$174 million equity contribution and third party debt raised by 
Landscapes. 


The equity contribution was in the form of newly issued 
cumulative convertible participating preferred units representing 
60 percent of the voting rights (on an as converted basis), which 
rank senior to the company’s investment in Landscapes common 
stock as to dividends. The preferred units had an initial 
liquidation preference of $174 million and accrue dividends at a 
rate of 12 percent per annum. The liquidation preference is 
subject to the company’s rights under the stockholders 
agreement. Due to preferred dividend payment in additional 
preferred shares over the first two years, CD&R’s ownership 
increased over the two-year period. 


The company initially retained 40 percent of the 
Landscapes business in the form of common stock. As of January 
2014, the company deconsolidated Landscapes and began 
reporting the results as an equity investment in unconsolidated 
affiliates. Due to the company’s continuing involvement through 
its initial 40 percent interest, Landscapes’ historical operating 
results are presented in continuing operations. Landscapes was 
rebranded to SiteOne Landscapes Supply, Inc. during 2015. 


5. SPECIAL ITEMS 





Impairments 

In the fourth quarter of 2014, the company recorded non-cash 
charges in cost of sales for the impairment of long-lived assets 
of $18 million and other assets of $16 million pretax and after- 
tax. The assets are part of the company’s agriculture and turf 
operations in China. The impairment is the result of a decline in 
forecasted financial performance that indicated it was probable 
the future cash flows would not cover the carrying amount of 
assets used to manufacture agricultural equipment in that 
country (see Note 26). 


In 2014, the company recorded non-cash charges of 
$62 million pretax, or $30 million after-tax, related to the Water 
operations. In the first quarter, a $26 million pretax and after-tax 
loss was recorded in cost of sales for the impairment of long- 
lived assets. In the second quarter, an additional non-cash 
charge of $36 million pretax, or $4 million after-tax, was 
recorded in other operating expenses for an impairment to write 
the Water operations down to fair value less costs to sell. The 
tax benefits recognized resulted primarily from a change in 
valuation allowances of the Water operations. These operations 
were included in the company’s agriculture and turf operating 
segment (see Note 26). 


In 2013, the company recorded a non-cash charge for the 
impairment of long-lived assets of $57 million pretax, or 
$51 million after-tax. This consists of $50 million pretax, or 
$44 million after-tax, in the third quarter and $7 million pretax 
and after-tax in the fourth quarter, related to the company’s 
Water operations, which were included in the agriculture and 
turf operating segment. The total pretax impairment loss 
consisted of $50 million recorded in cost of sales and $7 million 
in selling, administrative and general expenses. The impairments 
were due to a decline in the forecasted financial performance 
and a review of strategic options for the business (see Note 26). 


In the fourth quarter of 2013, the company recorded a 
non-cash charge of $45 million pretax and after-tax in other 
operating expenses for an impairment to write the Landscapes 
operations down to realizable value. These operations were 
included in the agriculture and turf operating segment (see 
Note 4). 


6. CASH FLOW INFORMATION 


For purposes of the statement of consolidated cash flows, the 
company considers investments with purchased maturities of 
three months or less to be cash equivalents. Substantially all of 
the company’s short-term borrowings, excluding the current 
maturities of long-term borrowings, mature or may require 
payment within three months or less. 


The equipment operations sell a significant portion of their 
trade receivables to financial services. These intercompany cash 
flows are eliminated in the consolidated cash flows. 


All cash flows from the changes in trade accounts and 
notes receivable (see Note 12) are classified as operating 
activities in the statement of consolidated cash flows as these 
receivables arise from sales to the company’s customers. Cash 
flows from financing receivables that are related to sales to the 
company’s customers (see Note 12) are also included in 
operating activities. The remaining financing receivables are 
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related to the financing of equipment sold by independent 
dealers and are included in investing activities. 


The company had the following non-cash operating and 
investing activities that were not included in the statement of 
consolidated cash flows. The company transferred inventory to 
equipment on operating leases of $674 million, $794 million and 
$659 million in 2015, 2014 and 2013, respectively. The company 
also had accounts payable related to purchases of property and 
equipment of $89 million, $128 million and $198 million at 
October 31, 2015, 2014 and 2013, respectively. 


Cash payments for interest and income taxes consisted of 
the following in millions of dollars: 























2015 2014 2013 

Interest: 

Equipment operations................008e $ 471 $ 506 $ 511 

Financial Services ............00ccceeeeeeeeeeeees 443 454 502 

Intercompany eliminations ................. (253) (268) (247) 
Consolidated .................0..0cccccecceeeeeeee $ 661 $ 692 $ 766 
Income taxes: 

Equipment operations.................ee $ 828 $1,640 $1,863 

Financial Services ............00cccceeeeeeee cece 190 333 270 

Intercompany eliminations ................. (117) (253) (179) 
Consolidated ....................0cccecceeeeeeees $ 901 $1,720 $1,954 











7. PENSION AND OTHER POSTRETIREMENT BENEFITS 


The company has several defined benefit pension plans and 


postretirement health care and life insurance plans covering its 
U.S. employees and employees in certain foreign countries. The 
company uses an October 31 measurement date for these plans. 


The components of net periodic pension cost and the 
assumptions related to the cost consisted of the following in 
millions of dollars and in percents: 

















2015 2014 2013 
Pensions 
SONVICEZCOST: secrvscnacctivteransieteahacanadedseneeds $ 282 $ 244 $ 273 
Interest COSt.........ccecec cece eeeee eee eeeeeee ees 474 480 439 
Expected return on plan assets .............6 (769) (776) (778) 
Amortization of actuarial loss................0.. 223 177 265 
Amortization of prior service cost ............. 25 25 12 
Other postemployment benefits ............... ] 5 
Settlements/curtailments ...............:0ccceeee 1] 9 2 
Net COSt 000... cece ceeecceeeeeeeene ee $ 247 $ 164 $ 213 
Weighted-average assumptions 
Discount rates ......... 0c. cece cece ecee eee e teen ees 4.0% 4.5% 3.8% 
Rate of compensation increase ................ 3.8% 3.8% 3.9% 
Expected long-term rates of return........... 7.3% 7.5% 7.8% 





The components of net periodic postretirement benefits 
cost and the assumptions related to the cost consisted of the 
following in millions of dollars and in percents: 

















2015 2014 2013 
Health care and life insurance 
Service COSt ....... 0c. ccc ccc cece eee eceeeeeeeeeee seuss $ 46 $ 44 S$ 58 
ITE LESE COST crscctecossacute sxtcatmncdecaageedsies 259 267 255 
Expected return on plan assets............... (55) (72) (84) 
Amortization of actuarial loss.................. 91 33 141 
Amortization of prior service credit........... (77) (3) (8) 
Settlements/curtailments .............00..00000e ] (1) 
Net COSt...........00. ccc ceccceeceeeceecee seen eees $ 265 $ 268 $ 362 
Weighted-average assumptions 
Discount rates .......0.....ccc ccc ecce cece eee eens 4.2% 4.7h 3.8% 
Expected long-term rates of return .......... 7.0% 7.2% 7.5% 





The previous pension cost in net income and other 
changes in plan assets and benefit obligations in other 
comprehensive income in millions of dollars were as follows: 














2015 2014 2013 
Pensions 
INGE GOSE., is cice needs dad oda eect tee hett $ 247 $ 164 $ 213 
Retirement benefit adjustments included 
in other comprehensive (income) loss: 
Net actuarial (gain) loss................. 36] 940 ~—- (1,481) 
Prior service (credit) cost ................. 66 (26) 
Amortization of actuarial loss ........... (223) (177) (265) 
Amortization of prior service cost...... (25) (25) (12) 
Settlements/curtailments................. (11) (9) (2) 
Total (gain) loss recognized in 
other comprehensive 
(income) lOSS ............00c.ceeeeeeeee 168 729 ~~ (1,786) 
Total recognized in comprehensive 
(IMEOME) |lOSSeioracccasccnascnedsehaneadeaiowias $ 415 $ 893 $(1,573) 











The previous postretirement benefits cost in net income 
and other changes in plan assets and benefit obligations in 
other comprehensive income in millions of dollars were as 
follows: 





2015 2014 2013 





Health care and life insurance 
INGE COST: jsi0lcnnasncastnarsteeasmmasnendacmwsnenede $ 265 $ 268 
Retirement benefit adjustments included 
in other comprehensive (income) loss: 
Net actuarial (gain) loss................0 


$ 362 


(141) 748 (1,165) 








Prior service credit ............0..00..00000e (3) (370) (2) 
Amortization of actuarial loss ........... (91) (33) (141) 
Amortization of prior service credit .... 77 3 8 
Settlements/curtailments................. (2) ] 
Total (gain) loss recognized in 
other comprehensive 
(income) lOSS .............0.c0eeeeeeeee (160) 349 (1,300) 
Total recognized in comprehensive 
(income) IOSS ...... 00... cceccceeecceeeeeeeee cece $ 105 $ 617 $ (938) 














The benefit plan obligations, funded status and the 
assumptions related to the obligations at October 31 in millions 
of dollars follow: 
















































Health Care 
and 
Pensions Life Insurance 
2015 2014 2015 2014 
Change in benefit obligations 
Beginning of year balance............ $(12,190) $(10,968) $(6,304) $(5,926) 
SeRVICE=COSE sacndtiniadcedotacexadeniacns (282) (244) (46) (44) 
ALERESE COST senciseivactanccandgadwsah wai (474) (480) (259) (267) 
Actuarial gain (loss) .................... (174) (1,306) 172 (757) 
Amendments..........0..0..ccceeeeese ees (66) 3 370 
Benefits paid... eee 781 675 344 336 
Health care subsidies .................. (20) (22) 
Other postemployment benefits... (1) (5) 
Settlements/curtailments............. 2 2 ] 
Foreign exchange and other......... 218 136 25 6 
End of year balance... (12,186) (12,190) (6,084) (6,304) 
Change in plan assets (fair value) 
Beginning of year balance............ 11,447 11,008 957 —*1,157 
Actual return on plan assets......... 582 1,132 24 8] 
Employer contribution 83 87 48 51 
Benefits paid................. (781) (675) (344) = (336) 
Settlements/curtailments (2) (2) 
Foreign exchange and other......... (165) (103) 4 4 
End of year balance... 11,164 11,447 689 957 
Funded status .......................... $ (1,022) $ (743) $(5,395) $(5,347) 
Weighted-average assumptions 
Discount rates............... eee 4.1% 4.0% 4.3% 4.2% 
Rate of compensation increase ..... 3.8% 3.8% 








In the fourth quarter of 2015, the company decided to 
transition Medicare eligible wage and certain Medicare eligible 
salaried retirees to a Medicare Advantage plan offered by a 
private insurance company. This transition, which will take effect 
in January 2016, will not affect the participants’ level of benefits 
and is expected to result in future cost savings for the company. 


In the fourth quarter of 2015 and 2014, the company 
updated mortality assumptions based on tables issued by the 
Society of Actuaries. 


For Medicare eligible salaried retirees that primarily retire 
after July 1, 1993 and are eligible for postretirement medical 
benefits, the company’s postretirement benefit plan consists of 
annual Retiree Medical Credits (RMCs). The RMC is a monetary 
amount provided to the retirees annually to assist with their 
medical costs. In October 2014, the RMC plan was modified to 
change the annual cost sharing provisions. Beginning in 2015, 
the annual RMC amount did not increase and the rate of future 
changes will continue to be set each year by the company. 


The amounts recognized at October 31 in millions of 
dollars consist of the following: 























Health Care 
and 
Pensions Life Insurance 
2015 2014 2015 2014 
Amounts recognized in 
balance sheet 
Noncurrent asset..............c0cceceeeee ee $ 216 $ 262 
Current liability 00.0... (44) (51) $ (20) $ (21) 
Noncurrent liability .......0...00..0 (1,194) (954) (5,375) (5,326) 
ie) =] eee ae ea $(1,022) $ (743) $(5,395) $(5,347) 
Amounts recognized in 
accumulated other 
comprehensive income — pretax 
Net actuarial loss ........0..0.0cceeeeee $4,393 $4266 $1,442 $1,675 
Prior service cost (credit) ...........0..... 83 42 (334) (407) 
MGtia lv acodoine Satire hcransbeuts pete dade stress $4,476 $4,308 $1,108 $1,268 











The total accumulated benefit obligations for all pension 
plans at October 31, 2015 and 2014 was $11,508 million and 
$11,425 million, respectively. 


The accumulated benefit obligations and fair value of plan 
assets for pension plans with accumulated benefit obligations in 
excess of plan assets were $7,254 million and $6,669 million, 
respectively, at October 31, 2015 and $1,381 million and 
$916 million, respectively, at October 31, 2014. The projected 
benefit obligations and fair value of plan assets for pension 
plans with projected benefit obligations in excess of plan assets 
were $8,196 million and $6,958 million, respectively, at 
October 31, 2015 and $8,213 million and $7,208 million, 
respectively, at October 31, 2014. 


The amounts in accumulated other comprehensive income 
that are expected to be amortized as net expense (income) 
during fiscal 2016 in millions of dollars follow: 














Health Care 
and 
Pensions Life Insurance 
Net actuarial loss......0...0..cccccecseeeeeeeeeeeeeees $ 208 s 75 
Prior service cost (credit) ............0...0ccceeeee ee 16 (78) 
| [0] =| ee ae $ 224 $ (3) 

















Actuarial gains and losses are recorded in accumulated 
other comprehensive income (loss). To the extent unamortized 
gains and losses exceed 10% of the higher of the market-related 
value of assets or the benefit obligation, the excess is amortized 
as a component of net periodic cost over the remaining service 
period of the active participants. For plans in which all or almost 
all of the plan’s participants are inactive, the amortization 
period is the remaining life expectancy of the inactive 
participants. 


The company expects to contribute approximately 
$73 million to its pension plans and approximately $25 million 
to its health care and life insurance plans in 2016, which are 
primarily direct benefit payments for unfunded plans. 
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The benefits expected to be paid from the benefit plans, 
which reflect expected future years of service, are as follows in 
millions of dollars: 








Health Care 
and 

Pensions Life Insurance* 
$ 697 $ 317 
688 333 
685 339 
690 342 
694 344 
3,484 1,766 





* Net of prescription drug group benefit subsidy under Medicare Part D. 





The annual rates of increase in the per capita cost of 
covered health care benefits (the health care cost trend rates) 
used to determine accumulated postretirement benefit 
obligations were based on the trends for medical and 
prescription drug claims for pre- and post-65 age groups due to 
the effects of Medicare. At October 31, 2015, the weighted- 
average composite trend rates for these obligations were 
assumed to be a .8 percent increase from 2015 to 2016, 
followed by an increase of 7.9 percent from 2016 to 2017, 
gradually decreasing to 4.8 percent from 2024 to 2025 and all 
future years. The small estimated increase from 2015 to 2016 
resulted from the transition to the Medicare Advantage plan in 
January 2016. The obligations at October 31, 2014 and the cost 
in 2015 assumed a 6.2 percent increase from 2014 to 2015, 
gradually decreasing to 5.0 percent from 2022 to 2023 and all 
future years. An increase of one percentage point in the 
assumed health care cost trend rate would increase the 
accumulated postretirement benefit obligations by $807 million 
and the aggregate of service and interest cost component of net 
periodic postretirement benefits cost for the year by $45 million. 
A decrease of one percentage point would decrease the 
obligations by $619 million and the cost by $34 million. 


The discount rate assumptions used to determine the 
postretirement obligations at October 31, 2015 and 2014 were 
based on hypothetical AA yield curves represented by a series of 
annualized individual discount rates. These discount rates 
represent the rates at which the company’s benefit obligations 
could effectively be settled at the October 31 measurement 
dates. 


Beginning in 2016, the company will change the method 
used to estimate the service and interest cost components of 
the net periodic pension and other postretirement benefit costs. 
The new method uses the spot yield curve approach to estimate 
the service and interest costs by applying the specific spot rates 
along the yield curve used to determine the benefit obligations 
to relevant projected cash outflows. Previously, those costs were 


determined using a single weighted-average discount rate. The 
change does not affect the measurement of the total benefit 
obligations as the change in service and interest costs offsets in 
the actuarial gains and losses recorded in other comprehensive 
income. The new method provides a more precise measure of 
interest and service costs by improving the correlation between 
the projected benefit cash flows and the discrete spot yield 
curve rates. The company will account for this change as a 
change in estimate prospectively beginning in the first quarter of 
2016. See “‘Postretirement Benefit Obligations” in Critical 
Accounting Policies for additional details. 


Fair value measurement levels in the following tables are 
defined in Note 26. 


The fair values of the pension plan assets at October 31, 
2015 follow in millions of dollars: 




















Total Level 1 Level 2 

Cash and short-term investments................ $ 867 $ 378 $ 489 
Equity: 

U.S. equity securities and funds .............. 3,075 3,053 22 

International equity securities ................. 1,802 1,781 21 
Fixed Income: 

Government and agency securities........... 386 197 189 

Corporate debt securities ..............ee 751 ] 750 

Mortgage-backed securities..............00 83 83 

Fixed income funds..............2:::000eeeeeeee es 26 26 
Real @States, ces.x6sccheasatiechiaed Seedekeetaauccnee 133 130 3 
Derivative contracts — assets” ............00.0205: 190 25 165 
Derivative contracts —liabilities** ............... (26) (4) (22) 
Receivables, payables and other...............6 4 3 ] 
Securities lending collateral ...................0. 745 92 653 
Securities lending liability 0.0.0.0... (745) (92) (653) 
Securities sold short............cc.:ccccceeeeeeee eens (470) (466) (4) 

Total of Level 1 and Level 2 assets........... 6,821 $5,124 $1,697 
Investments at net asset value***: 

Short-term investments .............::.0066:005 195 

U.S. equity funds.......... cece eeeeeeeeeeeeeeeees 33 

International equity funds................ 540 

Corporate debt funds.............::seeeeeeeees 26 

Fixed income funds.............c22::0000eeeeeee es 495 

Real estate ...........cccccceeeeeeeeeeeeeeeeeeeeeeees 501 

Hedge funds ..........cseeeeeeeeeeeeeeeeeeeeeeeeees 625 

Private equity/venture capital ................. 1,604 

Other investments ...............:000cceeeee eens 324 





Total net assets 








* Includes contracts for interest rates of $137 million, foreign currency of 


$17 million, equity of $30 million and other of $6 million. 

ncludes contracts for interest rates of $7 million, foreign currency of 

$15 million and other of $4 million. 

nvestments are measured at fair value using the net asset value per share 
practical expedient, and therefore, are not classified in the fair value hierarchy. 
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The fair values of the health care assets at October 31, The fair values of the pension plan assets at October 31, 



































2015 follow in millions of dollars: 2014 follow in millions of dollars: 
Total Levell Level 2 Total Level 1 Level 2 
Cash and short-term investments ............ $ 35 $ 25 $ 10 Cash and short-term investments ................ $ 977 $ 426 $ 551 
Equity: Equity: 
U.S. equity securities and funds........... 229 229 U.S. equity securities and funds ............... 3,088 3,088 
International equity securities ............. 39 39 International equity securities and funds.... 2,046 2,046 
Fixed Income: Fixed Income: 
Government and agency securities ....... 84 78 6 Government and agency securities ........... 434 412 22 
Corporate debt securities .............00 35 35 Corporate debt securities ............ceeee 322 ] 32] 
Mortgage-backed securities................ 13 13 Mortgage-backed securities ...............00 96 11 85 
Fixed income funds.............:00sseeeeeeees ] ] Fixed income funds .............cceeeeeeee eens 127 127 
Real estate 0.0... ceeeeeeeeeeeeeeeeeeeeeeeeeeeeees 4 4 Real @State: ssccscscersivanpceearardeagedeoccetacunacsaes 132 132 
Derivative contracts — assets” ............. 4 ] 3 Derivative contracts — assets” ......... eee 322 14 308 
Receivables, payables and other.............. ] ] Derivative contracts — liabilities** ................ (39) (9) (30) 
Securities lending collateral ...............0. 65 9 56 Receivables, payables and other ...............6. ] ] 
Securities lending liability... (65) (9) (56) Securities lending collateral ..................0. 847 847 
Securities sold short ..........0..cccc0eceeeeee ees (10) (10) Securities lending liability... (847) (847) 
Total of level 1 wedi aval Paecate is $368 «== BF Securities sold short ..........:::sseeeeeeeeeeeeeeeees (477) (477) 
—[. >—— Total of Level 1 and Level 2 assets........ 7,029 $5,771 $1,258 
Investments at net asset value**: 
Short-term investments ...........000000008 4 Investments at net asset value***: 
International equity funds ...............0 103 Short-term investments...........:::::seeeeeeees 108 
Fixed income funds.............:0:seeeeeeeees 47 U.S. equity funds 0.0.0... ceceeeeeeeeeeeeeeeeeeeees 38 
Real estate funds..............:eceeeeeeeeeeees 10 International equity funds.............eeeee 382 
Hedge funds. ...:.-ssces.c2aneesueessnesnacannes 50 Fixed income funds .............00:sssseeeeeeeeees 957 
Private equity/venture capital.............. 34 Real estate funds ............. cc ceeeeeeeeeeeeeeeees 442 
Other investments ...........00::eseeeeeeeeees 6 Hedge funds............:cceeeeeeeeeeeeeeeeeeeeeeees 593 
Total net assets... ee § 689° P as equity/venture capital ...........-...... 1378 
Other investments ...........00:::cseeeeeeeeeeeees 320 








x 





Includes contracts for interest rates of $2 million, foreign currency of 
$1 million and equity of $1 million. 

Investments are measured at fair value using the net asset value per share * 
practical expedient, and therefore, are not classified in the fair value hierarchy. 


Total net assets 





“ ncludes contracts for interest rates of $246 million, foreign currency of 


$61 million, equity of $11 million and other of $4 million. 

ncludes contracts for interest rates of $6 million, foreign currency of 

$25 million and other of $8 million. 

nvestments are measured at fair value using the net asset value per share 
practical expedient, and therefore, are not classified in the fair value hierarchy. 
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The fair values of the health care assets at October 31, 
2014 follow in millions of dollars: 




















Total Levell Level 2 

Cash and short-term investments............. S 52. 8-37 S$. 5 
Equity: 

U.S. equity securities and funds ........... 310 310 

International equity securities .............. 57 57 
Fixed Income: 

Government and agency securities........ 164 159 5 

Corporate debt securities..............00 33 33 

Mortgage-backed securities ................ 13 13 

Fixed income funds ..............cc.0cccee eee ] ] 
Real estate aye idtevtawatcheddaunsabwacsueieccueuwe 5 5 
Derivative contracts — assets* ..........0...... 5 5 
Derivative contracts — liabilities** ............ (1) (1) 
Receivables, payables and other............... ] ] 
Securities lending collateral ................00 126 126 
Securities lending liability .........000.. eee (126) (126) 
Securities sold short...........0...0..00cceeee ees (13) (13) 

Total of Level 1 and Level 2 assets........ 627. $557. $ 70 
Investments at net asset value***: 

Short-term investments ..............:006008 3 

International equity funds.................. 121 

Fixed income funds ..............cc.0ceceee eee 69 

Real estate fUNdS ...........ccceeccceeeeeee eee 12 

Hedge funds .........:::::eeeeeeeeeeeeeeeeeeeees 72 

Private equity/venture capital .............. 44 

Other investments............00ccccceceeeeeees 9 
Total net assets ...........0...0.c eee $ 957 








* Includes contracts for interest rates of $3 million and foreign currency of 


$2 million. 

Includes contracts for foreign currency of $1 million. 

*** Investments are measured at fair value using the net asset value per share 
practical expedient, and therefore, are not classified in the fair value hierarchy. 
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Fair values are determined as follows: 


Cash and Short-Term Investments — Includes accounts 
that are valued based on the account value, which approximates 
fair value, and investment funds that are valued on the fund's 
net asset value (NAV) based on the fair value of the underlying 
securities. Also included are securities that are valued using a 
market approach (matrix pricing model) in which all significant 
inputs are observable or can be derived from or corroborated by 
observable market data. 


Equity Securities and Funds — The values are determined 
primarily by closing prices in the active market in which the 
equity investment trades, or the fund’s NAV, based on the fair 
value of the underlying securities. 


Fixed Income Securities and Funds — The securities are 
valued using either a market approach (matrix pricing model) in 
which all significant inputs are observable or can be derived from 
or corroborated by observable market data such as interest 
rates, yield curves, volatilities, credit risk and prepayment speeds, 
or they are valued using the closing prices in the active market in 
which the fixed income investment trades. Fixed income funds 
are valued using the NAV, based on the fair value of the 
underlying securities or closing prices in the active market in 
which the investment trades. 


Real Estate, Venture Capital, Private Equity, Hedge 
Funds and Other — The investments, which are structured as 
limited partnerships, are valued at estimated fair value based on 


their proportionate share of the limited partnership's fair value 
that is determined by the general partner. The general partner 
values these investments using a combination of NAV, an income 
approach (primarily estimated cash flows discounted over the 
expected holding period), or market approach (primarily the 
valuation of similar securities and properties). Real estate 
investment trusts are primarily valued at the closing prices in the 
active markets in which the investment trades. Real estate 
investment funds and other investments are primarily valued at 
NAV, based on the fair value of the underlying securities. 


Interest Rate, Foreign Currency and Other Derivative 
Instruments — The derivatives are valued using either an income 
approach (discounted cash flow) using market observable inputs, 
including swap curves and both forward and spot exchange 
rates, or a market approach (closing prices in the active market 
in which the derivative instrument trades). 


The primary investment objective for the pension and health 
care plans assets is to maximize the growth of these assets to 
support the projected obligations to the beneficiaries over a long 
period of time, and to do so in a manner that is consistent with 
the company’s risk tolerance. The asset allocation policy is the 
most important decision in managing the assets and it is 
reviewed regularly. The asset allocation policy considers the long- 
term asset class risk/return expectations since the obligations are 
long-term in nature. The current target allocations for pension 
assets are approximately 49 percent for equity securities, 

24 percent for debt securities, 5 percent for real estate and 

22 percent for other investments. The target allocations for 
health care assets are approximately 53 percent for equity 
securities, 28 percent for debt securities, 4 percent for real estate 
and 15 percent for other investments. The allocation percentages 
above include the effects of combining derivatives with other 
investments to manage asset allocations and exposures to 
interest rates and foreign currency exchange. The assets are well 
diversified and are managed by professional investment firms as 
well as by investment professionals who are company employees. 
As a result of the company’s diversified investment policy, there 
were no significant concentrations of risk. 


The expected long-term rate of return on plan assets 
reflects management's expectations of long-term average rates 
of return on funds invested to provide for benefits included in 
the projected benefit obligations. A market related value of plan 
assets is used to calculate the expected return on assets. The 
market related value recognizes changes in the fair value of 
pension plan assets systematically over a five-year period. The 
market related value of the health care and life insurance plan 
assets equal fair value. The expected return is based on the 
outlook for inflation and for returns in multiple asset classes, 
while also considering historical returns, asset allocation and 
investment strategy. The company’s approach has emphasized 
the long-term nature of the return estimate such that the return 
assumption is not changed significantly unless there are 
fundamental changes in capital markets that affect the 
company’s expectations for returns over an extended period of 
time (i.e., 10 to 20 years). The average annual return of the 
company’s U.S. pension fund was approximately 8.0 percent 
during the past ten years and approximately 9.0 percent during 
the past 20 years. Since return premiums over inflation and total 
returns for major asset classes vary widely even over ten-year 
periods, recent history is not necessarily indicative of 





long-term future expected returns. The company’s systematic 
methodology for determining the long-term rate of return for 
the company’s investment strategies supports the long-term 
expected return assumptions. 


The company has created certain Voluntary Employees’ 
Beneficiary Association trusts (VEBAs) for the funding of 
postretirement health care benefits. The future expected asset 
returns for these VEBAs are lower than the expected return on 
the other pension and health care plan assets due to investment 
in a higher proportion of liquid securities. These assets are in 
addition to the other postretirement health care plan assets that 
have been funded under Section 401(h) of the U.S. Internal 
Revenue Code and maintained in a separate account in the 
company’s pension plan trust. 


The company has defined contribution plans related to 
employee investment and savings plans primarily in the U.S. The 
company’s contributions and costs under these plans were 
$185 million in 2015, $184 million in 2014 and $178 million in 
2013. The contribution rate varies primarily based on the 
company’s performance in the prior year and employee 
participation in the plans. 


8. INCOME TAXES 


The provision for income taxes by taxing jurisdiction and by 
significant component consisted of the following in millions of 
dollars: 























2015 2014 2013 
Current: 
ULS.: 
FOC Of All casavdetocaseadsandaudadehnocawenanemeicenetne $ 377 $1,217 $1,405 
State: eicizdeivoacindhenentia waahetes cnedeliites 32 126 45 
FORCIQM:scicericsduevencandids nlanabekdnedadeesnadey 449 564 569 
TOtal GOON sicersdad encazndeativersnveanens 858 1,907 2,119 
Deferred: 
ULS.: 
FOG CPA iiss sudan stnvtod treatchitesehenibelesnneselides 21 (189) (117) 
StalGi ta: ethene taste boannecaaseeedictetea es 4 (11) (11) 
FORGIQH sexi he 2s satertvendet deeeceneecteascaeaeceicisd (43) (80) (45) 
Total deferred ...........00..cccceeeeeeeee ees (18) (280) (173) 
Provision for income taxes ....................... $ 840 $1,627 $1,946 











Based upon the location of the company’s operations, the 
consolidated income before income taxes in the U.S. in 2015, 
2014 and 2013 was $1,838 million, $3,219 million and 
$4,124 million, respectively, and in foreign countries was 
$942 million, $1,578 million and $1,359 million, respectively. 
Certain foreign operations are branches of Deere & Company 
and are subject to U.S. as well as foreign income tax regulations. 
The pretax income by location and the preceding analysis of the 
income tax provision by taxing jurisdiction are not directly 
related. 


A comparison of the statutory and effective income tax 
provision and reasons for related differences in millions of 
dollars follow: 





2015 2014 2013 





U.S. federal income tax provision at a 

statutory rate of 35 percent.................. $ 973 $1,679 $1,919 
Increase (decrease) resulting from: 
State and local income taxes, net of federal 





income tax benefit ..............ccccceeeeeeeeeeees 23 75 87 
German branch deferred tax write-off........... 56 
Differences in taxability of 

foreign (earnings) losses............:::eeeeeeee (449) (305) 43 
Nondeductible impairment charges .............. 32 29 
Research and business tax credits ................ (76) (99) (56) 
Tax rates on foreign earningS.............:eeeeeee (36) (71) (34) 
Valuation allowance on deferred taxes.......... 384 454 (14) 
OPM EB ceetes kes content cetendp vanes teeitlece: 21 (138) (84) 
Provision for income taxes ....................... $ 840 $1,627 $1,946 











At October 31, 2015, accumulated earnings in certain 
subsidiaries outside the U.S. totaled $5,282 million for which no 
provision for U.S. income taxes or foreign withholding taxes has 
been made, because it is expected that such earnings will be 
reinvested outside the U.S. indefinitely. Determination of the 
amount of unrecognized deferred tax liability on these 
unremitted earnings is not practicable. At October 31, 2015, the 
amount of cash and cash equivalents and marketable securities 
held by these foreign subsidiaries was $1,588 million. 


Deferred income taxes arise because there are certain items 
that are treated differently for financial accounting than for 
income tax reporting purposes. An analysis of the deferred 
income tax assets and liabilities at October 31 in millions of 
dollars follows: 














2015 2014 
Deferred Deferred Deferred Deferred 
Tax Tax Tax Tax 
Assets Liabilities Assets Liabilities 

Other postretirement 

benefit liabilities... $1,972 $1,968 
Tax over book depreciation....... $ 574 $ 542 
Accrual for sales allowances...... 618 654 
Lease transactions.................. 528 404 
Tax loss and tax 

credit carryforwards............. 604 514 
Foreign unrealized losses ......... 458 146 
Pension liability — net .............. 315 160 
Accrual for employee benefits ... 172 229 
Share-based compensation....... 141 145 
INVENTORY :c2cnccoviucctedateawesetenaten 22 
Goodwill and other 

intangible assets ............00 80 89 
Allowance for credit losses ....... 72 73 
Deferred gains on distributed 

foreign earnings ..............65 33 32 
Deferred compensation ........... 51 47 
Undistributed foreign earnings 25 26 
Other items......... ee 436 119 440 116 
Less valuation allowances ........ (940) (637) 
Deferred income tax assets 

and liabilities ..............00.0.. $3,932 $1,326 $3,793 $1,177 
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Deere & Company files a consolidated federal income tax 
return in the U.S., which includes the wholly-owned financial 
services subsidiaries. These subsidiaries account for income taxes 
generally as if they filed separate income tax returns. 


At October 31, 2015, certain tax loss and tax credit 
carryforwards of $604 million, of which $88 million are capital 
losses, were available with $226 million expiring from 2016 
through 2035 and $378 million with an indefinite carryforward 
period. 


In March 2013, the company changed the corporate 
structure of most of its German operations from a branch to a 
subsidiary of Deere & Company. The change provides the 
company increased flexibility and efficiency in funding growth in 
international operations. As a result, the tax status of these 
operations changed. Formerly, as a branch these earnings were 
taxable in the U.S. as earned. As a subsidiary, these earnings are 
now taxable in the U.S. if they are distributed to Deere & 
Company as dividends, which is the same as the company’s other 
foreign subsidiaries. The earnings of the new German subsidiary 
remain taxable in Germany. Due to the change in tax status and 
the expectation that the German subsidiary’s earnings are 
indefinitely reinvested, the deferred tax assets and liabilities 
related to U.S. taxable temporary differences for the previous 
German branch were written off. The effect of this write-off was 
a decrease in net deferred tax assets and a charge to the income 
tax provision of $56 million during the second fiscal quarter of 
2013. 


A reconciliation of the total amounts of unrecognized tax 
benefits at October 31 in millions of dollars follows: 














2015 2014 2013 

Beginning of year balance ............000....0..... $213. $272 $265 
Increases to tax positions taken during the 

CUITONE YOAr oo. eect eeeeeee een neeteeeeenneee ees 32 28 30 
Increases to tax positions taken during 

PROF VEANS pads cancsevsoecetseanianiudebenesdenoeks 29 20 24 
Decreases to tax positions taken during 

POP YOArSisiassnad nvdess vesendewandadia.Seaaceencduts (15) (84) (51) 
Decreases due to lapse of statute 

of limitations (11) (4) (5) 
Settlements................00. (6) 
Foreign exchange (13) (19) 9 
End of year balance ....................c ee $229 $213 $272 











The amount of unrecognized tax benefits at October 31, 
2015 that would affect the effective tax rate if the tax benefits 
were recognized was $79 million. The remaining liability was 
related to tax positions for which there are offsetting tax 
receivables, or the uncertainty was only related to timing. The 
company expects that any reasonably possible change in the 
amounts of unrecognized tax benefits in the next twelve months 
would not be significant. 


The company files its tax returns according to the tax laws 
of the jurisdictions in which it operates, which includes the U.S. 
federal jurisdiction, and various state and foreign jurisdictions. 
The U.S. Internal Revenue Service has completed the 
examination of the company’s federal income tax returns for 
periods prior to 2009. The years 2009 through 2012 federal 
income tax returns are currently under examination. Various 
state and foreign income tax returns, including major tax 


jurisdictions in Canada and Germany, also remain subject to 
examination by taxing authorities. 


The company’s policy is to recognize interest related to 
income taxes in interest expense and interest income, and 
recognize penalties in selling, administrative and general 
expenses. During 2015, 2014 and 2013, the total amount of 
expense from interest and penalties was $23 million, $11 million 
and $9 million and the interest income was $3 million, $4 million 
and $4 million, respectively. At October 31, 2015 and 2014, the 
liability for accrued interest and penalties totaled $69 million and 
$54 million and the receivable for interest was $2 million and 
$2 million, respectively. 


9. OTHER INCOME AND OTHER OPERATING EXPENSES 


The major components of other income and other operating 
expenses consisted of the following in millions of dollars: 




















2015 2014 2013 
Other income 
Insurance premiums and fees earned.......... $ 173 $ 297 $ 252 
Revenues from services... 280 276 256 
Investment iNCOMe ........ eee 26 ile 15 
PNG Mi nds bb cbh edie boctatatupbwnton, nee staotieens tase 228 234 159 
TOta les eect. sc.2kisaseetasteena teense sees $ 707 $ 824 $ 682 
Other operating expenses 
Depreciation of equipment on 
operating leases .......... ee $ 577 $ 494 $ 389 
Insurance claims and expenses................55 183 324 204 
Cost of Services .......... eee 160 15] 143 
OHS lis siccastacsacgerveatdertancusaenseceemte encase, 4] 124 85 
io) =| ereteeer terre err a: errrernne ser terre $ 961 $1,093 $ 821 











The company offers extended equipment warranties and, 
prior to the divestiture of the crop insurance subsidiaries (see 
Note 4), issued crop insurance policies. To limit losses and 
reduce exposure to crop insurance claims, the company utilized 
reinsurance. Although reinsurance contracts permitted recovery 
of certain claims from reinsurers, the insurance subsidiary was 
not relieved of its primary obligation to the policyholders. The 
premiums ceded by the crop insurance subsidiary in 2015, 2014 
and 2013 were $54 million, $288 million and $337 million, and 
claims recoveries on the ceded business were $65 million, 
$304 million and $294 million, respectively. The amounts from 
reinsurance are netted against the insurance premiums and fees 
earned and the insurance claims and expenses in the table 
above. 


10. UNCONSOLIDATED AFFILIATED COMPANIES 


Unconsolidated affiliated companies are companies in which 
Deere & Company generally owns 20 percent to 50 percent of 
the outstanding voting shares. Deere & Company does not 
control these companies and accounts for its investments in 
them on the equity basis. The investments in these companies 
primarily consist of Bell Equipment Limited (32 percent 
ownership), Deere-Hitachi Construction Machinery Corporation 
(50 percent ownership), Deere-Hitachi Maquinas de Constru¢gao 
do Brasil S.A. (50 percent ownership) and SiteOne Landscapes 
Supply, LLC. (35 percent ownership). The unconsolidated 
affiliated companies primarily manufacture or market equipment 
and landscapes products. Deere & Company's share of 





the income or loss of these companies is reported in the 


















































Gross Gross 
consolidated income statement under “Equity in income (loss) of Amortized Uniealized Unrealized Fait 
unconsolidated affiliates.” The investment in these companies is Cost Gains Losses Value 
reported in the consolidated balance sheet under “Investments 2014 
in unconsolidated affiliates.” Equity fund... $ 39 $ 6 $45 

Combined financial information of the unconsolidated Fixed income fund............ 10 10 
affiliated companies in millions of dollars follows: U.S. government debt 
SQCUEITIOS: 2eccnarczencatenene 806 3 $ ] 808 
erations unicipal debt securities ... 
Operati 2015 2014 2013 M pal deb 3] 3 34 
Galee $3290 $3082 $2,299 Corporate debt securities... 167 7 2 172 
Net inCOMG ......cccccecccccceseeecceseseeeeceseaees "23 y “10 Mortgage-backed 
Deere & Company's equity in securities*...........c 145 3 2 146 
MEE INCOME: (1OSS). sccsacncaeenredercdaetacesoes arketable securities ...... . j 
(loss) ] (8) Marketabl iti $1,198 S22 $ 5 $1,215 
Financial Position 2015 2014 * Primarily issued by U.S. government sponsored enterprises. 
aS. ee Ronsuine? a ae The contractual maturities of debt securities at October 31, 
Total net assets ......... Fe 878 842 2015 in millions of dollars follow: 
Deere & Company's share of the net assets........... 303 303 hmcnisen Fair 
Consolidated retained earnings at October 31, 2015 Cost Value 
include undistributed earnings of the unconsolidated affiliates of Due in one year or less... $51 $ 50 
$165 million. Dividends from unconsolidated affiliates were Due after one through five years a 88 91 
$1 million in 2015, $1 million in 2014 and $10 million in 2013. Dive atter tive through’ 10 years: a 99 vd 
Due after 10 years 0.02... a 40 42 
In the ordinary course of business, the company purchases Mortgage-backed securities ........0.0..cccceceeee. 108 110 
components and finished goods and sells these products to the Debt securities.............00......cceeeeeeeeeee eee $ 386 $ 394 


unconsolidated affiliated companies. Transactions with 
unconsolidated affiliated companies reported in the statement 
of consolidated income in millions of dollars follow: 








2015 2014 2013 
Net sales ..........0cccccccceceeeeceeceuesteeseeeseaees $ 37 $ 39 $ 54 
PURCHASOS secea.crssscasienors aeanunneaieausanent paxaiie 1,284 1,415 1,427 





11. MARKETABLE SECURITIES 


All marketable securities are classified as available-for-sale, with 


unrealized gains and losses shown as a component of 
stockholders’ equity. Realized gains or losses from the sales of 
marketable securities are based on the specific identification 
method. 


The amortized cost and fair value of marketable securities 
at October 31 in millions of dollars follow: 

















Gross Gross 
Amortized Unrealized Unrealized Fair 
Cost Gains Losses Value 

2015 
Equity fund..............eeee $ 38 $ 5 $ 43 
U.S. government debt 

SECUTIteS «0.2... 79 3 82 
Municipal debt securities ... 29 2 31 
Corporate debt securities... 121 4 $ J 124 
International debt 

SECUTItieS ....... eee 48 ] 47 
Mortgage-backed 

securities* ..............:0 108 3 ] 110 
Marketable securities ...... $ 423 Ss AZ $ 3 $ 437 
* Primarily issued by U.S. government sponsored enterprises. 

















Actual maturities may differ from contractual maturities 
because some securities may be called or prepaid. Because of 
the potential for prepayment on mortgage-backed securities, 
they are not categorized by contractual maturity. Proceeds from 
the sales of available-for-sale securities were $120 million in 
2015, $6 million in 2014 and $7 million in 2013. Realized gains, 
realized losses, the increase (decrease) in net unrealized gains or 
losses and unrealized losses that have been continuous for over 
twelve months were not significant in 2015, 2014 and 2013. 
Unrealized losses at October 31, 2015 and 2014 were primarily 
the result of an increase in interest rates and were not 
recognized in income due to the ability and intent to hold to 
maturity. There were no significant impairment write-downs in 
the periods reported. 


12. RECEIVABLES 





Trade Accounts and Notes Receivable 
Trade accounts and notes receivable at October 31 consisted of 
the following in millions of dollars: 








2015 2014 

Trade accounts and notes: 
Agriculture and turf ........... eee $2,278 $2,633 
Construction and forestry ...........ccceeeeeeeeeeteees 773 645 
Trade accounts and notes receivable — net ............. $3,051 $3,278 


At October 31, 2015 and 2014, dealer notes included in 
the previous table were $90 million and $61 million, and the 
allowance for credit losses was $41 million and $55 million, 
respectively. 





The equipment operations sell a significant portion of their 
trade receivables to financial services and provide compensation 
to these operations at approximate market rates of interest. 
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Trade accounts and notes receivable primarily arise from 
sales of goods to independent dealers. Under the terms of the 
sales to dealers, interest is primarily charged to dealers on 
outstanding balances, from the earlier of the date when goods 
are sold to retail customers by the dealer or the expiration of 
certain interest-free periods granted at the time of the sale to the 
dealer, until payment is received by the company. Dealers cannot 
cancel purchases after the equipment is shipped and are 
responsible for payment even if the equipment is not sold to retail 
customers. The interest-free periods are determined based on the 
type of equipment sold and the time of year of the sale. These 
periods range from one to twelve months for most equipment. 
Interest-free periods may not be extended. Interest charged may 
not be forgiven and the past due interest rates exceed market 
rates. The company evaluates and assesses dealers on an ongoing 
basis as to their creditworthiness and generally retains a security 
interest in the goods associated with the trade receivables. The 
company is obligated to repurchase goods sold to a dealer upon 
cancellation or termination of the dealer's contract for such 
causes as change in ownership and closeout of the business. 


Trade accounts and notes receivable have significant 
concentrations of credit risk in the agriculture and turf sector 
and construction and forestry sector as shown in the previous 
table. On a geographic basis, there is not a disproportionate 
concentration of credit risk in any area. 


Financing Receivables 
Financing receivables at October 31 consisted of the following in 
millions of dollars: 


























2015 2014 
Unrestricted/Securitized — Unrestricted/Securitized 
Retail notes: 
Equipment: 
Agriculture and turf............ $15,359 $ 4,236 $16,970 $ 3,975 
Construction and forestry .... 2,086 686 ~—-‘1,951 697 
T Ola ecs ceo erentet, aencetecnecien 17,445 4,922 18,921 4,672 
Wholesale notes............:::0 eee 4,269 5,390 
Revolving charge accounts.......... 2,740 2,603 
Financing leases (direct and 
Sales-tyPe) .........csseeeeeeeeeeeeees 1,333 1,558 
Total financing receivables ...... 25,787 4,922 28,472 4,672 
Less: 
Unearned finance income: 
Equipment notes ............... 726 74 753 56 
Financing leases .............0 108 136 
TOtalwccicrctnntuenes telat 834 74 889 56 
Allowance for credit losses ...... 144 13 161 14 





Financing receivables — net ....... $24,809 $ 4,835 $27,422 $ 4,602 











The residual values for investments in financing leases at 
October 31, 2015 and 2014 totaled $115 million and 
$112 million, respectively. 


Financing receivables have significant concentrations of 
credit risk in the agriculture and turf sector and construction and 
forestry sector as shown in the previous table. On a geographic 
basis, there is not a disproportionate concentration of credit risk 
in any area. The company generally retains as collateral a 
security interest in the equipment associated with retail notes, 
wholesale notes and financing leases. 





Financing receivables at October 31 related to the 
company’s sales of equipment that were included in the table 
above consisted of the following in millions of dollars: 


2015 


Unrestricted 


2014 


Unrestricted 








Retail notes*: 




















Equipment: 
Agriculture and turf...........0... $ 1,792 $ 2,125 
Construction and forestry.............. 356 403 
TOtall oc. tides ecitetewecmiccte eae 2,148 2,528 
Wholesale notes...........0 ees 4,269 5,390 
Sales-type leases ............:ecceeeeeeeeeeeeeteeees 690 844 
WOtallcstsssceustect ctor cette sate 7,107 8,762 
Less: 
Unearned finance income: 
Equipment notes ............... eee 78 212 
Sales-type leases............ceeceeeeeeeeeeee 45 57 
MOUal ec ente cs teats cae ne a tenets 223 269 
Financing receivables related to the 
company’s sales of equipment ............ $ 6,884 $ 8,493 








* These retail notes generally arise from sales of equipment by company-owned 
dealers or through direct sales. 





Financing receivable installments, including unearned 
finance income, at October 31 are scheduled as follows in 
millions of dollars: 


2015 


Unrestricted/Securitized 


2014 


Unrestricted/Securitized 








Due in months: 


$13,006 $ 2,057 $14,357 $ 1,878 


4,987 1,418 5,254 1,331 
3,719 921 4,053 880 
2,444 426 2,819 457 
1,283 95 1,575 120 

348 ) 414 6 





$25,787 $ 4,922 $28,472 $ 4,672 











The maximum terms for retail notes are generally seven 
years for agriculture and turf equipment and five years for 
construction and forestry equipment. The maximum term for 
financing leases is generally five years, while the average term 
for wholesale notes is less than twelve months. 


At October 31, 2015 and 2014, the unpaid balances of 
receivables administered but not owned were $22 million and 
$54 million, respectively. At October 31, 2015 and 2014, 
worldwide financing receivables administered, which include 
financing receivables administered but not owned, totaled 
$29,666 million and $32,078 million, respectively. 


Past due balances of financing receivables still accruing 
finance income represent the total balance held (principal plus 
accrued interest) with any payment amounts 30 days or more 
past the contractual payment due date. Non-performing 
financing receivables represent loans for which the company has 
ceased accruing finance income. These receivables are generally 
120 days delinquent and the estimated uncollectible amount, 
after charging the dealer's withholding account, has been 





written off to the allowance for credit losses. Finance income for 
non-performing receivables is recognized on a cash basis. 
Accrual of finance income is generally resumed when the 
receivable becomes contractually current and collections are 
reasonably assured. 


An age analysis of past due financing receivables that are 
still accruing interest and non-performing financing receivables 
at October 31 follows in millions of dollars: 





30-59 60-89 90 Days 
Days Days  orGreater Total 
Past Due Past Due Past Due Past Due 





2015 

Retail Notes: 
Agriculture andturf.... $ 112 $ 54 $ 47 $ 213 
Construction and 

















Forestry... .seeeeeeeeee 64 29 12 105 
Other: 
Agriculture and turf .... 26 12 4 42 
Construction and 
forestry 13 5 3 2] 
WOtallssscss2cesssspatcuandcena: $ 215 $ 100 $ 66 $ 381 
Total Total 
Total Non- Financing 


Past Due Performing Current Receivables 





Retail Notes: 
Agriculture and turf... $ 213) $ 98 $18,574 $18,885 
Construction and 














forestry.....0.....000 105 21 2,556 2,682 
Other: 
Agriculture and turf .... 42 1B 7,175 7,230 
Construction and 
FOrestry......ceeeeeeeees 21 10 973 1,004 
Total csitecttsa.datseacs $ 381 $ 142 $29,278 29,801 
Less allowance for credit losses ...........cceeeeeeeeeeeeeeeeeee teens 157 
Total financing receivables — net...........00000.00 ee $29,644 











30-59 60-89 90 Days 
Days Days  orGreater Total 
Past Due Past Due Past Due Past Due 





2014 

Retail Notes: 
Agriculture and turf...... $ 93 $ 34 $ 28 $ 155 
Construction and 





FOPESERY as ioc entnnthbens 54 16 7 77 
Other: 
Agriculture and turf...... 23 12 2 37 
Construction and 
Forestry ....... ss eeeeeeees 12 3 4 19 
TOCA on tocesicegetideenaeretnace $ 182 $ 65 $ 41 $ 288 











(continued) 




















Total Total 
Total Non- Financing 
Past Due Performing Current Receivables 
Retail Notes: 
Agriculture and turf...... $ 155 $ 107 $19,966 $20,228 
Construction and 
Forestry .......sseeeeeeees 77 17 2,462 2,556 
Other: 
Agriculture and turf...... 37 15 8,208 8,260 
Construction and 
TORESEY cteatcnacetcteoned 19 2 1,134 1,155 
TOtal is vsestacvsucstene ies $ 288 $ 141 $31,770 32,199 
Less allowance for credit losses ..........cceeeeeeeeeeeeeeeeeeeeee ees 175 
Total financing receivables — net.............000.00 ee $32,024 











An analysis of the allowance for credit losses and 
investment in financing receivables follows in millions of dollars: 





Revolving 
Retail Charge 


Notes Accounts Other Total 




































































2015 

Allowance: 

Beginning of year balance ........ $ 109 $ 41 $ 25 $ 175 
PROVISION sc: asleancssaciaancesnces 22 21 3 46 
Write-offs ..........cceeeee (26) (37) (4) (67) 
RECOVETIES «0.20... ..cceceeeeee ee 10 iS ] 26 
Translation adjustments .... (20) (3) (23) 

End of year balance” ............... $ 95 $ 40 $ 228 #157 

Financing receivables: 

End of year balance................. $21,567 $ 2,740 $ 5,494 $29,801 

Balance individually evaluated ... $ 40 $ 6 $ 46 

2014 

Allowance: 

Beginning of year balance ........ $ 101 $ 41 $ 31 $° 173 
Provision ..............0cc00ceeee 18 1] 2 31 
Write-offs .... S24 (16) (26) (7) (49) 
RecOVErIeS ...........cece cece ee 1] 1S 26 
Translation adjustments .... (5) (1) (6) 

End of year balance” ............... $ 109 $ 41 $ 25. $ 175 

Financing receivables: 

End of year balance................. $22,784 $ 2,603 $ 6,812 $32,199 

Balance individually evaluated ... $ 26 $ 1s 27 

2013 

Allowance: 

Beginning of year balance ........ $ 110 $ 40 $ 27 $ 177 
Provision (credit).............. (2) 7 10 
Write-offs .........ccceeeeeee (11) (21) (3) (35) 
ReCOVETIES ...........ceceeeeeeee 9 17 ] 27 
Translation adjustments .... (5) (1) (6) 

End of year balance” ............... $ 101 $ 41 $ 31S 123 

Financing receivables: 

End of year balance................. $21,160 $ 2,593 $ 6,206 $29,959 

Balance individually evaluated ... $ 21 5 33. °$ 54 








* Individual allowances were not significant. 
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Past-due amounts over 30 days represented 1.28 percent 
and .90 percent of the receivables financed at October 31, 2015 
and 2014, respectively. The allowance for credit losses 
represented .53 percent and .54 percent of financing receivables 
outstanding at October 31, 2015 and 2014, respectively. In 
addition, at October 31, 2015 and 2014, the company’s financial 
services operations had $179 million and $196 million, 
respectively, of deposits withheld from dealers and merchants 
available for potential credit losses. 


Financing receivables are considered impaired when it is 
probable the company will be unable to collect all amounts due 
according to the contractual terms. Receivables reviewed for 
impairment generally include those that are either past due, or 
have provided bankruptcy notification, or require significant 
collection efforts. Receivables, which are impaired, are generally 
classified as non-performing. 


An analysis of the impaired financing receivables at 
October 31 follows in millions of dollars: 





Unpaid Average 
Recorded Principal Specific Recorded 
Investment Balance Allowance Investment 








2015* 
Receivables with specific 

allowance** oo... $ 14 $ 13. $ 2 $ 13 
Receivables without a 

specific allowance***..... 14 14 20 
TOtall sic iiceeiscs sudo denteees $ 28 $ 27 $ 2 $ 33 








Agriculture andturf.... $ 19 $ 18 $ 2 $ 20 
Construction and 

















forestry 0.0.0... $ oO: 9 $13 
2014* 
Receivables with specific 
allowance** wo... $ 9. > 9 $ 2 § 10 
Receivables without a 
specific allowance*™® ...... 6 6 7 
TOtal ic cswcesiucumitereniesies s 15 § 15. $ 2 $ 7 








Agriculture andturf.... $ 12 $ 12 $ 2 $ 13 
Construction and 
forestry 0.0.0... $ 3 $3 3 $ 4 


Finance income recognized was not material. 
** Primarily retail notes. 
*** Primarily retail notes and wholesale receivables. 














* 





A troubled debt restructuring is generally the modification 
of debt in which a creditor grants a concession it would not 
otherwise consider to a debtor that is experiencing financial 
difficulties. These modifications may include a reduction of the 
stated interest rate, an extension of the maturity dates, a 
reduction of the face amount or maturity amount of the debt, or 
a reduction of accrued interest. During 2015, 2014 and 2013, 
the company identified 107, 66 and 92 financing receivable 
contracts, primarily operating loans and retail notes, as troubled 
debt restructurings with aggregate balances of $8 million, 
$3 million and $16 million pre-modification and $7 million, 
$2 million and $15 million post-modification, respectively. During 
these same periods, there were no significant troubled debt 
restructurings that subsequently defaulted and were written off. 
At October 31, 2015, the company had no significant 


commitments to lend additional funds to borrowers whose 
accounts were modified in troubled debt restructurings. 


Other Receivables 
Other receivables at October 31 consisted of the following in 
millions of dollars: 








2015 2014 
Taxes receivable ...........cccccccccecceeeceueceeeceeecsaeeseeeens $ 720 $ 697 
Reinsurance receivables.............ccccceccceeceeeeeeeeeeeeeees 502 
Insurance premium receivables ............cccceeeeeeeeeeeeees 23 
ORME Rr ceetscet ie tencete atdcee tetctiete ares snc ahe utaue ate ce itas 27 278 
Other receivables........0...0...0. 000. .cccc cece cece eeeeeeee ees $ 991 $1,500 





Reinsurance and insurance premium receivables were 
associated with the financial services’ crop insurance subsidiary 
(see Note 9), which was sold in 2015 (see Note 4). 


13. SECURITIZATION OF FINANCING RECEIVABLES 


The company, as a part of its overall funding strategy, 
periodically transfers certain financing receivables (retail notes) 
into variable interest entities (VIEs) that are special purpose 
entities (SPEs), or a non-VIE banking operation, as part of its 
asset-backed securities programs (securitizations). The structure 
of these transactions is such that the transfer of the retail notes 
did not meet the criteria of sales of receivables, and is, 
therefore, accounted for as a secured borrowing. SPEs utilized in 
securitizations of retail notes differ from other entities included 
in the company’s consolidated statements because the assets 
they hold are legally isolated. Use of the assets held by the SPEs 
or the non-VIE is restricted by terms of the documents governing 
the securitization transactions. 


In securitizations of retail notes related to secured 
borrowings, the retail notes are transferred to certain SPEs or to 
a non-VIE banking operation, which in turn issue debt to 
investors. The debt securities issued to the third party investors 
result in secured borrowings, which are recorded as “Short-term 
securitization borrowings’’ on the consolidated balance sheet. 
The securitized retail notes are recorded as ‘‘Financing 
receivables securitized — net’’ on the balance sheet. The total 
restricted assets on the balance sheet related to these 
securitizations include the financing receivables securitized less 
an allowance for credit losses, and other assets primarily 
representing restricted cash. For those securitizations in which 
retail notes are transferred into SPEs, the SPEs supporting the 
secured borrowings are consolidated unless the company does 
not have both the power to direct the activities that most 
significantly impact the SPEs’ economic performance and the 
obligation to absorb losses or the right to receive benefits that 
could potentially be significant to the SPEs. No additional 
support to these SPEs beyond what was previously contractually 
required has been provided during the reporting periods. 


In certain securitizations, the company consolidates the 
SPEs since it has both the power to direct the activities that 
most significantly impact the SPEs’ economic performance 
through its role as servicer of all the receivables held by the 
SPEs, and the obligation through variable interests in the SPEs 
to absorb losses or receive benefits that could potentially be 
significant to the SPEs. The restricted assets (retail notes 
securitized, allowance for credit losses and other assets) of the 
consolidated SPEs totaled $3,006 million and $3,011 million at 





October 31, 2015 and 2014, respectively. The liabilities (short- 
term securitization borrowings and accrued interest) of these 
SPEs totaled $2,743 million and $2,942 million at October 31, 
2015 and 2014, respectively. In the fourth quarter of 2015, as 
part of a receivable transfer, the company retained $228 million 
of securitization borrowings, with a balance of $189 million at 
October 31, 2015. This amount is not shown as a liability above 
as the borrowing is not outstanding to a third party. The credit 
holders of these SPEs do not have legal recourse to the 
company’s general credit. 


In certain securitizations, the company transfers retail notes 
to a non-VIE banking operation, which is not consolidated since 
the company does not have a controlling interest in the entity. 
The company’s carrying values and interests related to the 
securitizations with the unconsolidated non-VIE were restricted 
assets (retail notes securitized, allowance for credit losses and 
other assets) of $249 million and $368 million at October 31, 
2015 and 2014, respectively. The liabilities (short-term 
securitization borrowings and accrued interest) were 
$238 million and $351 million at October 31, 2015 and 2014, 
respectively. 


In certain securitizations, the company transfers retail notes 
into bank-sponsored, multi-seller, commercial paper conduits, 
which are SPEs that are not consolidated. The company does not 
service a significant portion of the conduits’ receivables, and 
therefore, does not have the power to direct the activities that 
most significantly impact the conduits’ economic performance. 
These conduits provide a funding source to the company (as well 
as other transferors into the conduit) as they fund the retail 
notes through the issuance of commercial paper. The company’s 
carrying values and variable interest related to these conduits 
were restricted assets (retail notes securitized, allowance for 
credit losses and other assets) of $1,689 million and 
$1,331 million at October 31, 2015 and 2014, respectively. The 
liabilities (short-term securitization borrowings and accrued 
interest) related to these conduits were $1,611 million and 
$1,267 million at October 31, 2015 and 2014, respectively. 


The company’s carrying amount of the liabilities to the 
unconsolidated conduits, compared to the maximum exposure to 
loss related to these conduits, which would only be incurred in 
the event of a complete loss on the restricted assets, was as 
follows at October 31 in millions of dollars: 








2015 
Carrying value of liabilities ............ ccc eceeeeeeeeeeeeeeeeeeeeeeeeeeeeeneees $1,611 
Maximum exposure to lOSS ..........cceeeeeeeeeeteeeeeeeeeeeeeeeeeeeeeeeeees 1,689 





The total assets of unconsolidated VIEs related to 
securitizations were approximately $54 billion at October 31, 
2015. 


The components of consolidated restricted assets related 
to secured borrowings in securitization transactions at 
October 31 were as follows in millions of dollars: 














2015 2014 
Financing receivables securitized (retail notes) ......... $4,848 $4,616 
Allowance for credit losses ............0c.ccccceeeeeeceeeeaes (13) (14) 
OLN ON SSSOTS 2s pce ndenuecostcadveaneinara bacaicteeneewtnatawaes 109 108 
Total restricted securitized assets....................... $4,944 $4,710 

















The components of consolidated secured borrowings and 
other liabilities related to securitizations at October 31 were as 
follows in millions of dollars: 








2015 2014 

Short-term securitization borrowings................000. $4,590 $4,559 

Accrued interest on borrowingS.............:eceeeeeee rere ee 2 ] 
Total liabilities related to restricted 

securitized assets ..................cccceeceeeeeeeeeeeeeeeees $4,592 $4,560 











The secured borrowings related to these restricted 
securitized retail notes are obligations that are payable as the 
retail notes are liquidated. Repayment of the secured 
borrowings depends primarily on cash flows generated by the 
restricted assets. Due to the company’s short-term credit rating, 
cash collections from these restricted assets are not required to 
be placed into a segregated collection account until immediately 
prior to the time payment is required to the secured creditors. 
At October 31, 2015, the maximum remaining term of all 
securitized retail notes was approximately six years. 


14. EQUIPMENT ON OPERATING LEASES 


Operating leases arise primarily from the leasing of John Deere 
equipment to retail customers. Initial lease terms generally 
range from four to 60 months. Net equipment on operating 
leases at October 31 consisted of the following in millions of 
dollars: 








2015 2014 

Equipment on operating leases: 
Agriculture and turf.............00.0 cece $3,909 $3,261 
Construction and forestry .............cceeeeeeeeeeeeeees 1,061 755 
Equipment on operating leases — net .................... $4,970 $4,016 





The equipment is depreciated on a straight-line basis over 
the terms of the lease. The accumulated depreciation on this 
equipment was $793 million and $634 million at October 31, 
2015 and 2014, respectively. The corresponding depreciation 
expense was $577 million in 2015, $494 million in 2014 and 
$389 million in 2013. 


Future payments to be received on operating leases 
totaled $1,704 million at October 31, 2015 and are scheduled in 
millions of dollars as follows: 2016 — $712, 2017 — $508, 2018 — 
$294, 2019 — $156 and 2020 — $34. 
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15. INVENTORIES 


Most inventories owned by Deere & Company and its U.S. 
equipment subsidiaries are valued at cost, on the “‘last-in, first- 
out” (LIFO) basis. Remaining inventories are generally valued at 
the lower of cost, on the “‘first-in, first-out’ (FIFO) basis, or 
market. The value of gross inventories on the LIFO basis 
represented 66 percent and 65 percent of worldwide gross 
inventories at FIFO value at October 31, 2015 and 2014, 
respectively. The pretax favorable income effects from the 
liquidation of LIFO inventory during 2015 and 2014 were 
approximately $22 million and $13 million, respectively. If all 
inventories had been valued on a FIFO basis, estimated 
inventories by major classification at October 31 in millions of 
dollars would have been as follows: 














Capitalized software has an estimated useful life of three 
years. The amounts of total capitalized software costs, including 
purchased and internally developed software, classified as 
“Other Assets’ at October 31, 2015 and 2014 were $934 million 
and $912 million, less accumulated amortization of $681 million 
and $656 million, respectively. Capitalized interest on software 
was $2 million at October 31, 2015. Amortization of these 
software costs was $103 million in 2015, $106 million in 2014 
and $93 million in 2013. The cost of leased software assets 
under capital leases amounting to $86 million and $77 million at 
October 31, 2015 and 2014, respectively, is included in other 
assets. 


The cost of compliance with foreseeable environmental 
requirements has been accrued and did not have a material 
effect on the company’s consolidated financial statements. 











































































































2015 2014 
Raw materials and supplies ....................00ceeeee $1,559 $1,724 17, GOODWILL AND OTHER INTANGIBLE ASSETS — NET 
Work-in-PrOCeSS .....eeceeeeceeeceeeeceeeeteetteettteeteenteees 450 654 The changes in amounts of goodwill by operating segments 
Finished goods and parts ............:::sseeeeeeeeeeeeeeeeeeees 3,234 3,360 were as follows in millions of dollars: 
Total FIFO Vall@vcscssinicscicsmncrsaruancacesuniness 5,243 5,738 Waneaiine Lancuuciaa 
Less adjustment to LIFO value ..........ccccscseseeseseseees 1,426 1,528 9 ae shes 
Inventories ....0......0...0c ccc ec eee ec eee es eee ee ern eee $3,817 $4,210 Turf Forestry Total 
Balance at October 31, 2013.............. $ 302 $ 603 $905 
16. PROPERTY AND DEPRECIATION Less accumulated impairment losses 60 60 
A summary of property and equipment at October 31 in millions Ot DAlANCO sc evasaisesiniecesnedine an: 242 603 845 
of dollars follows: Divestiture® oo... eeeeeeeeeeeeee eee (60) (60) 
Translation adjustments and other....... (7) (47) (54) 
Useful Lives* 
Balance at October 31, 2014.............. 235 556 791 
Weal) as Less accumulated impairment losses* 
EauipmeNtOpersHotls et balance 235 556 79 
ia MGs pte toes teces tat aeteeiacenseuasss 5: $ 114$ 120 Translation adiuchmants and other aa (3) (57) (65) 
Buildings and building equipment ........ 23 3,016 3,037 pee eres ere 
Machinery and equipment ................. 11 5,055 5,089 Goodwill at October 31, 2015........... $227 $499 $726 
Dies, patterns, tools, etc... 8 1,567 1,552 * Accumulated impairment losses were also reduced by $60 million related to 
AMMO EE nce occcnasdeartsostanacantdeadasantotears 5 875 889 the sale of the Water operations (see Note 4). 
Construction in progress ................008 345 530 
Total at Cost... eee 10,972 11,217 a The components of other intangible assets are as follows in 
Less accumulated depreciation ............ 5,846 5,694 millions of dollars: 
Total ss cueyssvnuuistsspannersdocwtdacdatnnens 5,126 5,523 Useful Lives* 
Financial Services (Years) 2015 2014 
Land siattefe beret etntclat aa Sielenicaispien sl & 4 Amortized intangible assets: 
Buildings and building equipment ........ 27 73 7\ Customer lists and relationships ............... 14 $ 23 $ 20 
AIOE ETS science tou isoesteds Steacendutcmeieats 6 36 37 Technology, patents, trademarks and other 17 96 90 
Total at COSt.......ssssieiseeeetciee W130 V2 Tote SHC ip acecsessranccdscumpniceenene 119 110 
Less accumulated depreciation ............ 58 57 Less accumulated amortization** ............. 55. 45 
Total... eesti eet 55 55 Lic | een Ce ene 64 65 
Property and equipment — net........... $ 5,181 $ 5,578 Unamortized intangible assets: 
* Weighted-averages LICENSES ...34icrosaatties sateen sn eteseak terateoachoads 4 
Other intangible assets — net ..............0.... $ 64 $ 69 


Total property and equipment additions in 2015, 2014 and 
2013 were $666 million, $1,016 million and $1,158 million and 
depreciation was $692 million, $696 million and $637 million, 
respectively. Capitalized interest was $6 million, $6 million and 
$13 million in the same periods, respectively. The cost of leased 
property and equipment under capital leases of $27 million and 
$36 million and accumulated depreciation of $14 million and 
$15 million at October 31, 2015 and 2014, respectively, is 
included in property and equipment. 


* Weighted-averages 

** Accumulated amortization at 2015 and 2014 for customer lists and 
relationships was $10 million and $9 million and technology, patents, 
trademarks and other was $45 million and $36 million, respectively. 





Other intangible assets are stated at cost less accumulated 
amortization. The amortization of other intangible assets in 
2015, 2014 and 2013 was $10 million, $11 million and 
$22 million, respectively. The estimated amortization expense for 
the next five years is as follows in millions of dollars: 2016 — $12, 
2017 — $12, 2018 — $8, 2019 —$5 and 2020 -$5. 





18. TOTAL SHORT-TERM BORROWINGS 


Total short-term borrowings at October 31 consisted of the 
following in millions of dollars: 









































2015 2014 
Equipment Operations 
Commercial papers w.iceit2. civ soosetneteeedathesbdevsadentadnts $ 225$ 45 
Notes payable to banks ...............ccecseeeeseeeeeeeeeeeeees 154 146 
Long-term borrowings due within one year............... 86 243 
TOtal sciusescdssejindueden soundcard andgumducdbausieas sacs, 465 434 
Financial Services 
Commercial paper...............ceceeeeeeeeeeeeeeeeeeeeeeeeeeeees 2,743 2,588 
Notes payable to banks ..............cceeeeeeeeeeeeeeeeeeeeeees 52 267 
Long-term borrowings due within one year™ ............. 5,167 4,730 
TOtal sccstsncdveGensiiecen sanceamictandagaadergenaeteudtetss 7,962 7,585 
Short-term borrowings ...................ccccceeeeee eee 8,427 8,019 
Financial Services 
Short-term securitization borrowingS...............::::0 4,590 4,559 
Total short-term borrowings................0.00.. $13,017 $12,578 














* Includes unamortized fair value adjustments related to interest rate swaps. 





The short-term securitization borrowings for financial 
services are secured by financing receivables (retail notes) on the 
balance sheet (see Note 13). Although these securitization 
borrowings are classified as short-term since payment is required 
if the retail notes are liquidated early, the payment schedule for 
these borrowings of $4,590 million at October 31, 2015 based 
on the expected liquidation of the retail notes in millions of 
dollars is as follows: 2016 — $2,337, 2017 — $1,413, 2018 — 
$661, 2019 — $157, 2020 — $21 and 2021 -$1. 


The weighted-average interest rates on total short-term 
borrowings, excluding current maturities of long-term 
borrowings, at October 31, 2015 and 2014 were .9 percent and 
1.0 percent, respectively. 


Lines of credit available from U.S. and foreign banks were 
$7,205 million at October 31, 2015. At October 31, 2015, 
$4,031 million of these worldwide lines of credit were unused. 
For the purpose of computing the unused credit lines, 
commercial paper and short-term bank borrowings, excluding 
secured borrowings and the current portion of long-term 
borrowings, were primarily considered to constitute utilization. 
Included in the above lines of credit were long-term credit 
facility agreements for $2,900 million, expiring in April 2019, and 
$2,900 million, expiring in April 2020. The agreements are 
mutually extendable and the annual facility fees are not 
significant. These credit agreements require Capital Corporation 
to maintain its consolidated ratio of earnings to fixed charges at 
not less than 1.05 to 1 for each fiscal quarter and the ratio of 
senior debt, excluding securitization indebtedness, to capital 
base (total subordinated debt and stockholder’s equity excluding 
accumulated other comprehensive income (loss)) at not more 
than 11 to 1 at the end of any fiscal quarter. The credit 
agreements also require the equipment operations to maintain a 
ratio of total debt to total capital (total debt and stockholders’ 
equity excluding accumulated other comprehensive income 
(loss)) of 65 percent or less at the end of each fiscal quarter. 
Under this provision, the company’s excess equity capacity and 
retained earnings balance free of restriction at October 31, 2015 
was $8,835 million. Alternatively under this provision, the 


equipment operations had the capacity to incur additional debt 
of $16,408 million at October 31, 2015. All of these 
requirements of the credit agreements have been met during the 
periods included in the consolidated financial statements. 


Deere & Company has an agreement with Capital 
Corporation pursuant to which it has agreed to continue to own, 
directly or through one or more wholly-owned subsidiaries, at 
least 51 percent of the voting shares of capital stock of Capital 
Corporation and to maintain Capital Corporation’s consolidated 
tangible net worth at not less than $50 million. This agreement 
also obligates Deere & Company to make payments to Capital 
Corporation such that its consolidated ratio of earnings to fixed 
charges is not less than 1.05 to 1 for each fiscal quarter. 

Deere & Company's obligations to make payments to Capital 
Corporation under the agreement are independent of whether 
Capital Corporation is in default on its indebtedness, obligations 
or other liabilities. Further, Deere & Company’s obligations under 
the agreement are not measured by the amount of Capital 
Corporation’s indebtedness, obligations or other liabilities. 
Deere & Company's obligations to make payments under this 
agreement are expressly stated not to be a quaranty of any 
specific indebtedness, obligation or liability of Capital 
Corporation and are enforceable only by or in the name of 
Capital Corporation. No payments were required under this 
agreement during the periods included in the consolidated 
financial statements. 


19. ACCOUNTS PAYABLE AND ACCRUED EXPENSES 


Accounts payable and accrued expenses at October 31 consisted 
of the following in millions of dollars: 


























2015 2014 
Equipment Operations 
Accounts payable: 
Trade payables ...........eeeeeeeeeeeeeeeeeeeee eee ennenteeeeeeeeees $1,435 $1,661 
Dividends: payablé..icccctcccetecssacentecentcetscdedivasubest ees 193-210 
ONG sects cot 22a ccs tract tesentanauintanatanace nae naatenancineateenas 186 208 
Accrued expenses: 
Dealer sales diSCOUNTES ...........c0c.ccccceeceeeceeseenseeeetans 1,423 1,55] 
Employee benefits ................cceeeeeeeseeeeeeeeteeeeeeeeeees 1,122 1,350 
Product warranties ...........cccccscccesccsseeeeseuseeseeeeeeees 807 ~=809 
Unearned revenue ...........00cccecceeceeeeeeeceueeteeeeaeeeaess 379 = 355 
OEM Gis ss isscciuen ovteves ansaidud peta decane aeaitaetnakteudas mteeban als 1,256 1,374 
TOtall in: ts Snenieamnntaager nen iecanabeb ited, chateataethbeeddate 6,801 7,518 
Financial Services 
Accounts payable: 
Deposits withheld from dealers and merchants.......... 179-196 
OEMS Ricsdinticvencraxiassuteidss unensediadsenivasisaesdeaeonveseuttes 258 468 
Accrued expenses: 
Unearned revenue ........0..00ccceccceceeeeceeceeesteeseaeeeaess 671 647 
Accrued interest .........0..00ccccccceeceeeceueeeeceueeseeeaeees 111 103 
Employee benefits ................cceeeeeeeeeeeeeeeeeeeeeeeeerees 7) 87 
Insurance claims reserve® ............0cccecceeeeeeeeeeeeeeeeaes 29-247 
OMG rited dues Suetaskedeconiad Mak gated dnnac enc teaenee amet nce 192 = 9279 
TO tall siestwdiicscanastana gesasdanencnsanuntautaantacudie sentantesien 1,511 2,027 
Eli Mat ONS sacccdiacncstesiAncxcadsna ecient acnaserereameeences 1,001 991 
Accounts payable and accrued expenses.................... $7,311 $8,554 














* See Note 9 

** Primarily trade receivable valuation accounts which are reclassified as accrued 
expenses by the equipment operations as a result of their trade receivables 
being sold to financial services. 





53 


54 





20. LONG-TERM BORROWINGS 


Long-term borrowings at October 31 consisted of the following 
in millions of dollars: 














2015 2014 

Equipment Operations 

Notes and debentures: 
4.375% notes due 2019.0... 0. cece eccceece nessa eeeee $ 750 $ 750 
8-1/2% debentures due 2022 ...........ccc cece eeee cece 105 105 
2.60% notes due 2022 00.2... cee ccccccecceecce sees eeeeees 1,000 1,000 
6.55% debentures due 2028 .............ccccceeeeeeee eee 200 200 
5.375% notes due 2029.02... ceccceccceece cece scenes 500 500 
8.10% debentures due 2030..............0.cceeeeeeeeeees 250 250 
7.125% notes due 2031 ..........ccccceeceeceeeeeeeeeeeeee 300 300 
3.90% notes due 2042 .0......cccecccecccecceeeseeseee ees 1,250 =: 1,250 
Other Notes ........ 0c. ceccceccceeceeceeeceeeceneeseeesaeees 106 288 
WOtaltisccateaecapanestecstanietiatctesacaincattesewnaceseaed 4,461 4,643 


Financial Services 
Notes and debentures: 
Medium-term notes due 2016 — 2025: 
(principal $17,610 — 2015, $17,939 — 2014) 
Average interest rates of 1.4% — 2015, 
Ti 2te 20 VAs ous maiinessiabcneiaSentenasilatianedeedsiisae 
2.75% senior note due 2022: ($500 principal) 
Swapped $500 to variable interest rate 


17,857* 18,141* 














of 1.1% — 2015, .9% — 2014 0... 512* 498% 
DE ORINOLES angst asinadbecmnehtennnantoitetdadaneteetscnoeg 1,003 ~—-1,099 
TOtal-acssicsucassasutoasstesnaddoneeannepancsanesneacaasets 19,372 19,738 
Long-term borrowings” ...............00..c ee $23,833 $24,381 














* Includes unamortized fair value adjustments related to interest rate swaps. 
** All interest rates are as of year end. 





The approximate principal amounts of the equipment 
operations’ long-term borrowings maturing in each of the next 
five years in millions of dollars are as follows: 2016 — $86, 

2017 — $48, 2018 — $63, 2019 — $752 and 2020 — $2. The 
approximate principal amounts of the financial services’ long- 
term borrowings maturing in each of the next five years in 
millions of dollars are as follows: 2016 — $5,159, 2017 — $5,124, 
2018 — $5,124, 2019 — $2,876 and 2020 — $2,394. 


21. LEASES 


At October 31, 2015, future minimum lease payments under 
capital leases amounted to $60 million as follows: 2016 — $37, 
2017 —$13, 2018 —$4, 2019 — $3, 2020 — $2, and later years 
$1. Total rental expense for operating leases was $200 million in 
2015, $205 million in 2014 and $237 million in 2013. At 
October 31, 2015, future minimum lease payments under 
operating leases amounted to $354 million as follows: 2016 — 
$98, 2017 —$72, 2018 — $53, 2019 —$40, 2020 — $31, and later 
years $60. 


22. COMMITMENTS AND CONTINGENCIES 


The company generally determines its warranty liability by 
applying historical claims rate experience to the estimated 
amount of equipment that has been sold and is still under 
warranty based on dealer inventories and retail sales. The 
historical claims rate is primarily determined by a review of five- 
year claims costs and current quality developments. 


The premiums for the company’s extended warranties are 
primarily recognized in income in proportion to the costs 
expected to be incurred over the contract period. The 
unamortized extended warranty premiums (unearned revenue) 
included in the following table totaled $454 million and 
$425 million at October 31, 2015 and 2014, respectively. 


A reconciliation of the changes in the warranty liability and 
unearned premiums in millions of dollars follows: 





Warranty Liability/ 
Unearned Premiums 














2015 2014 
Beginning of year balance ................... $1,234 $1,164 
PaAyMOMES o.ccndi.gccnttetescndadtisaracadacen ied. : (779) (792) 
Amortization of premiums received : (161) (142) 
Accruals for warranties ..............0cccceeeceeeeeeeeueeee 810 797 
Premiums reCeived............cccccccecceeeeceeeeeeeeeneees 209 228 
Foreign exchange ..........ceeceeeeeeeeeeeeeeeeeeteeeeeneees (52) (21) 
End of year balance ....................00ccceeeeeeeeeeeees $1,261] $1,234 











At October 31, 2015, the company had approximately 
$162 million of guarantees issued primarily to banks outside the 
U.S. related to third-party receivables for the retail financing of 
John Deere equipment. The company may recover a portion of 
any required payments incurred under these agreements from 
repossession of the equipment collateralizing the receivables. At 
October 31, 2015, the company had accrued losses of 
approximately $4 million under these agreements. The maximum 
remaining term of the receivables guaranteed at October 31, 
2015 was approximately four years. 


At October 31, 2015, the company had commitments of 
approximately $165 million for the construction and acquisition 
of property and equipment. At October 31, 2015, the company 
also had pledged or restricted assets of $99 million, primarily as 
collateral for borrowings and restricted other assets. In addition, 
see Note 13 for restricted assets associated with borrowings 
related to securitizations. 


The company also had other miscellaneous contingencies 
totaling approximately $30 million at October 31, 2015, for 
which it believes the probability for payment is substantially 
remote. The accrued liability for these contingencies was not 
material at October 31, 2015. 


The company is subject to various unresolved legal actions 
which arise in the normal course of its business, the most 
prevalent of which relate to product liability (including asbestos 
related liability), retail credit, employment, software licensing, 
patent, trademark and environmental matters. The company 
believes the reasonably possible range of losses for these 
unresolved legal actions in addition to the amounts accrued 
would not have a material effect on its financial statements. 





23. CAPITAL STOCK 


Changes in the common stock account in millions were as 
follows: 

















Number of 

Shares Issued Amount 
Balance at October 31, 2012 ........0.......0.. 536.4 $ 3,352 
Stock options and other ............::.eeeeeeeees 172 
Balance at October 31, 2013 ................... 536.4 3,524 
Stock options and other .............. sees 151 
Balance at October 31, 2014.........0...0...... 536.4 3,675 
Stock options and other ............:..sseeeeeees 151 
Balance at October 31, 2015.................. 536.4 $ 3,826 











The number of common shares the company is authorized 
to issue is 1,200 million. The number of authorized preferred 
shares, none of which has been issued, is nine million. 


The Board of Directors at its meeting in December 2013 
authorized the repurchase of up to $8,000 million of common 
stock (102.6 million shares based on the October 31, 2015 
closing common stock price of $78.00 per share). At October 31, 
2015, this repurchase program had $3,461 million (44.4 million 
shares at the same price) remaining to be repurchased. 
Repurchases of the company’s common stock under this plan 
will be made from time to time, at the company’s discretion, in 
the open market. 


A reconciliation of basic and diluted net income per share 
attributable to Deere & Company follows in millions, except per 
share amounts: 























24. STOCK OPTION AND RESTRICTED STOCK AWARDS 


The company issues stock options and restricted stock awards to 
key employees under plans approved by stockholders. Restricted 
stock is also issued to nonemployee directors for their services 
as directors under a plan approved by stockholders. Options are 
awarded with the exercise price equal to the market price and 
become exercisable in one to three years after grant. Options 
expire ten years after the date of grant. Restricted stock awards 
generally vest after three years. The compensation cost for stock 
options, service based restricted stock units and market/service 
based restricted stock units, which is based on the fair value at 
the grant date, is recognized on a straight-line basis over the 
requisite period the employee is required to render service. The 
compensation cost for performance/service based units, which is 
based on the fair value at the grant date, is recognized over the 
employees’ requisite service period and periodically adjusted for 
the probable number of shares to be awarded. According to 
these plans at October 31, 2015, the company is authorized to 
grant an additional 16.9 million shares related to stock options 
or restricted stock. 


The fair value of each option award was estimated on the 
date of grant using a binomial lattice option valuation model. 
Expected volatilities are based on implied volatilities from traded 
call options on the company’s stock. The expected volatilities are 
constructed from the following three components: the starting 
implied volatility of short-term call options traded within a few 
days of the valuation date; the predicted implied volatility of 
long-term call options; and the trend in implied volatilities over 
the span of the call options’ time to maturity. The company uses 
historical data to estimate option exercise behavior and 
employee termination within the valuation model. The expected 
term of options granted is derived from the output of the option 
valuation model and represents the period of time that options 
granted are expected to be outstanding. The risk-free rates 
utilized for periods throughout the contractual life of the 
options are based on U.S. Treasury security yields at the time of 
grant. 


The assumptions used for the binomial lattice model to 
determine the fair value of options follow: 

















2015 2014 2013 

Net income attributable to 

Deere: & COMPANY :sceesceseenpsacueephardeon. $1,940.0 $3,161.7 $3,537.3 
Less income allocable to participating 

SOCUPEIES 25 cities cishaticapieentcanslevaneaanedt 8 1.0 9 
Income allocable to common stock........... $1,939.2 $3,160.7 $3,536.4 
Average shares outstanding .................... 333.6 363.0 385.3 
Basic per share..........0000000 ee $ 581$ 871$ 9.18 
Average shares outstanding .................... 333.6 363.0 385.3 
Effect of dilutive stock options ............... 2.4 3.1 3.9 

Total potential shares outstanding........ 336.0 366.1 389.2 
Diluted per share... $ 5.778 863 $ 9.09 











All stock options outstanding were included in the 
computation during 2015, 2014 and 2013, except 2.4 million in 
2014 and 2.4 million in 2013 that had an antidilutive effect 
under the treasury stock method. 








2015 2014 2013 
Risk-free interest rate...... 04% -— 2.3%  .03%-2.9%  .04%—-1.7% 
Expected dividends ......... 2.5% 2.3% 2.3% 
Expected volatility........... 23.4% — 25.7% 25.9% — 32.0% 26.6% — 32.5% 
Weighted-average 
VOLStilItY s 222 swutstdicenis 25.6% 31.9% 32.4% 
Expected term (in years)... 7.2 —8.2 73-74 73-79 
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Stock option activity at October 31, 2015 and changes 
during 2015 in millions of dollars and shares follow: 


The company’s nonvested restricted shares at October 31, 
2015 and changes during 2015 in millions of shares follow: 








Remaining 
Contractual Aggregate 
Exercise Term Intrinsic 
Shares Price* (Years) Value 
Outstanding at beginning 
RS 14.9 $71.64 
GAMO Gs ech ce edeectctscreananetectaeata 3.0 88.19 
EXGPGISOG scan tna caceatenanevenvennners (2.9) 58.65 
Expired or forfeited..............0. (.2) 87.44 
Outstanding at end of year..... 14.8 77.39 6.21 $ 94.5 
Exercisable at end of year ...... 9.3 72.78 5.19 84.8 


* Weighted-averages 





The weighted-average grant-date fair values of options 
granted during 2015, 2014 and 2013 were $19.67, $24.74 and 
$23.73, respectively. The total intrinsic values of options 
exercised during 2015, 2014 and 2013 were $98 million, 
$125 million and $183 million, respectively. During 2015, 2014 
and 2013, cash received from stock option exercises was 
$172 million, $149 million and $175 million with tax benefits of 
$36 million, $46 million and $68 million, respectively. 


The company granted 248 thousand, 236 thousand and 
254 thousand restricted stock units to employees and 
nonemployee directors in 2015, 2014 and 2013, of which 
122 thousand, 102 thousand and 110 thousand are subject to 
service based only conditions, 63 thousand, 67 thousand and 
72 thousand are subject to performance/service based 
conditions, 63 thousand, 67 thousand and 72 thousand are 
subject to market/service based conditions, respectively. The 
service based only units award one share of common stock for 
each unit at the end of the vesting period and include dividend 
equivalent payments. 


The performance/service based units are subject to a 
performance metric based on the company’s compound annual 
revenue growth rate, compared to a benchmark group of 
companies over the vesting period. The market/service based 
units are subject to a market related metric based on total 
shareholder return, compared to the same benchmark group of 
companies over the vesting period. The performance/service 
based units and the market/service based units both award 
common stock in a range of zero to 200 percent for each unit 
granted based on the level of the metric achieved and do not 
include dividend equivalent payments over the vesting period. 
The weighted-average fair values of the service based only units 
at the grant dates during 2015, 2014 and 2013 were $88.66, 
$87.16 and $86.88 per unit, respectively, based on the market 
price of a share of underlying common stock. The fair value of 
the performance/service based units at the grant date 
during 2015, 2014 and 2013 were $81.78, $81.53 and $80.73 
per unit, respectively, based on the market price of a share of 
underlying common stock excluding dividends. The fair value of 
the market/service based units at the grant date during 2015, 
2014 and 2013 were $113.97, $116.86 and $106.75 per unit, 
respectively, based on a lattice valuation model excluding 
dividends. 




















Grant-Date 
Shares Fair Value* 
Service based only 
onvested at beginning of year...........0... 3 $83.00 
GRANGE (eo ccevserctuconnaeetwesmldlvadd ented velowes Jd 88.66 
MeStedl: cudateccr vated cadens cits iathenclt te tectar’ (.1) 76.37 
Nonvested at end of year .........eeeeeeees 3 87.58 
Performance/service and 
market/service based 
onvested at beginning of year............... A $91.30 
Granted 2... .0....ccee cece eeeeeeeeeeeeeeeeeeeeeeeees il 97.88 
Expired or forfeited ............:::sseseeeeeeeeeees (.1) 93.31 
onvested at end of year .........ceeeeeeeeees 4 96.87 














* Weighted-averages 


During 2015, 2014 and 2013, the total share-based 
compensation expense was $66 million, $79 million and 
$81 million, respectively, with recognized income tax benefits of 
$25 million, $29 million and $30 million, respectively. At 
October 31, 2015, there was $46 million of total unrecognized 
compensation cost from share-based compensation 
arrangements granted under the plans, which is related to 
nonvested shares. This compensation is expected to be 
recognized over a weighted-average period of approximately 
two years. The total grant-date fair values of stock options and 
restricted shares vested during 2015, 2014 and 2013 were 
$74 million, $69 million and $68 million, respectively. 





The company currently uses shares that have been 
repurchased through its stock repurchase programs to satisfy 
share option exercises. At October 31, 2015, the company had 
220 million shares in treasury stock and 44 million shares 
remaining to be repurchased under its current publicly 
announced repurchase program (see Note 23). 


25. OTHER COMPREHENSIVE INCOME ITEMS 


The after-tax changes in accumulated other comprehensive 
income at October 31 in millions of dollars follow: 




















Total 
Unrealized Unrealized Accumulated 
Retirement Cumulative Gain (Loss) Gain (Loss) Other 
Benefits Translation on on Comprehensive 
Adjustment Adjustment Derivatives Investments Income (Loss) 
2012........... $(4,759) $ 184 $ (14) $ 17 $(4,572 
Period 
Change........ 1,950 (71 1] (11) 1,879 
2013........... 2,809) 113 (3) 6 2,693 
Period 
Change........ (684) (416 3 1,090 
2014........... 3,493) (303 13 3,783 
Period 
Change........ (8) (935 (2) (1) (946 
2015........... $(3,501)  $(1,238 $ (2) $ 12 $(4,729 


























Following are amounts recorded in and reclassifications 
out of other comprehensive income (loss), and the income tax 
effects, in millions of dollars: 





Before Tax After 
Tax (Expense) = Tax 
Amount Credit © Amount 





Before Tax After 
Tax (Expense) Tax 
Amount Credit Amount 




















2015 
Cumulative translation adjustment................ $(938) $ 3 $(935) 
Unrealized gain (loss) on derivatives: 
Unrealized hedging (loss) ............::::ee (12) 4 (8) 
Reclassification of realized (gain) loss to: 
Interest rate contracts — Interest expense 12 (4) 8 
Foreign exchange contracts — 
Other operating expenses................. (4) 2 (2) 
Net unrealized (loss) on derivatives............ (4) 2 (2) 
Unrealized gain (loss) on investments: 
Unrealized holding gain ............:eeeeee 12 (4) 8 
Reclassification of realized (gain) loss — 
Other income ..........0...0cccceeeeeeeeeeeeeees (14) 5 (9) 
Net unrealized (loss) on investments.......... (2) ] (1) 
Retirement benefits adjustment: 
Pensions 
Net actuarial (loss) and prior 
Service (COSt) -.2.c:i.26eitesstedieetededdeiies (427) 151 (276) 


Reclassification through amortization of 
actuarial (gain) loss and prior service 
(credit) cost to net income:* 





Activarial lOSS.2.2:5 5c: sceonrcsioasccaeeeess 223 (81) 142 
Prior Service COSt............0cc0ecceeeeee 25 (9) 16 
Settlements/curtailments .............. 11 (4) 7 


Health care and life insurance 
Net actuarial gain and prior 
Service Credit ..........0c..ceeceeeeeeeeeeeeees 145 (52) 93 
Reclassification through amortization of 
actuarial (gain) loss and prior service 
(credit) cost to net income:* 








Activarial lOSSisc2io naz adieeschestauicet 91 (34) 57 
Prior service (credit) .............00...008 (77) 29 (48) 
Settlements/curtailments .............. ] ] 

Net unrealized (loss) on retirement 
benefits adjustment.............::00eeeeeeeeees (8) (8) 
Total other comprehensive income (loss) ....... $952) $ 6  $(946) 








* These accumulated other comprehensive income amounts are included in net 
periodic postretirement costs. See Note 7 for additional detail. 








2014 
Cumulative translation adjustment: 
Unrealized (loss) on translation 
































adjustMent........ eee eeeeeeeeeeeeeeeeeeertteees $ (427) $ 2 $ (425) 
Reclassification of loss 
to Other operating expenses* ............. 9 9 
Net unrealized (loss) on translation 
AdjUSEMENT 0.2... e ee eeeeeeeeeeeeteetreeees (418) 2 (416) 
Unrealized gain (loss) on derivatives: 
Unrealized hedging (loss) ...........:::0esee (14) 5 (9) 
Reclassification of realized (gain) loss to: 
Interest rate contracts — Interest expense... 13 (5 8 
Foreign exchange contracts — 
Other operating expenses................ 6 (2) 4 
Net unrealized gain on derivatives............ 5 (2 3 
Unrealized gain (loss) on investments: 
Unrealized holding gain ..............ee 10 (3) 
Net unrealized gain on investments.......... 10 (3 
Retirement benefits adjustment: 
Pensions 
Net actuarial (loss) .......0....00..c0ccceeeees (940) 343 (597) 
Reclassification through amortization of 
actuarial (gain) loss and prior service 
(credit) cost to net income:** 
Actitatial |0SS.2.0cc.ccecsceseiescsencesnces 177 (64) 113 
Prior service COSt.........0..00cc0cce eee 25 (9) 16 
Settlements/curtailments ............. 9 (3) 6 


Health care and life insurance 
Net actuarial (loss) and prior 
service Credit ........0...cccccceeeeeeeeeee ees (378) 138 (240) 
Reclassification through amortization of 
actuarial (gain) loss and prior 
service (credit) cost to net income:** 


Actilatiall OSS. .occcscesscdsiceccsacsedetnces 33 (12) 21 
Prior service (credit) .............00...08 (3) ] (2) 
Settlements/curtailments ............. (1) (1) 





Net unrealized (loss) on retirement 
benefits adjustment ............:ccceeeeeee (1,078) 394 (684) 


Total other comprehensive income (loss)....... $(1,481) $ 391 $(1,090) 











* Represents the accumulated translation adjustments related to the foreign 
subsidiaries of the Water operations that were sold (see Note 4). 

** These accumulated other comprehensive income amounts are included in net 
periodic postretirement costs. See Note 7 for additional detail. 





57 


58 





Before Tax After 
Tax (Expense) Tax 























Amount Credit Amount 
2013 
Cumulative translation adjustment............... §$ (74) $ 3.8 (71) 
Unrealized gain (loss) on derivatives: 
Unrealized hedging gain.................000 43 (14) 29 
Reclassification of realized (gain) loss to: 
Interest rate contracts — Interest expense ... 22 (8) 4 
Foreign exchange contracts — 
Other operating expenses............... (49) le (32) 
Net unrealized gain on derivatives............ 16 (5) ] 
Unrealized gain (loss) on investments: 
Unrealized holding (loss) ...........:-:eeeeeeeeee (17) 6 (11) 
Net unrealized (loss) on investments......... (17) 6 (11) 








Retirement benefits adjustment: 
Pensions 
Net actuarial gain and prior 
service credit... eee 
Reclassification through amortization of 
actuarial (gain) loss and prior service 
(credit) cost to net income:* 


1,507 (552) «955 





Actuarial loss ............00c.cceceeeeeeees 265 (101) 164 
Prior Service COSt ...........0ccceee neces 12 (6) 6 
Settlements/curtailments ............. 2 2 


Health care and life insurance 
Net actuarial gain and prior 








Service Credit ...........cccccceeeceeeeeeeeees 1,167 (426) 74) 
Reclassification through amortization of 
actuarial (gain) loss and prior service 
(credit) cost to net income:* 
AGHA fiANIOSS cca stexeancnastentecibaeiens 141 (54) 87 
Prior service (credit) ..............000... (8) 3 (5) 
Net unrealized gain on retirement 
benefits adjustment ...........-.::eeeeeeeeees 3,086 (1,136) 1,950 
Total other comprehensive income (loss)....... $3,011 $(1,132) $1,879 








* These accumulated other comprehensive income amounts are included in net 
periodic postretirement costs. See Note 7 for additional detail. 





The noncontrolling interests’ comprehensive income was 
$.5 million in 2015, $1.3 million in 2014 and $.4 million in 2013, 
which consisted of net income of $.9 million in 2015, 
$1.6 million in 2014 and $.3 million in 2013 and cumulative 
translation adjustments of $(.4) million in 2015, $(.3) million in 
2014 and $.1 million in 2013. 





26. FAIR VALUE MEASUREMENTS 


The fair values of financial instruments that do not approximate 


the carrying values at October 31 in millions of dollars follow: 









































2015 2014 
Carrying Fair Carrying ‘Fair 
Value  Value* Value  Value* 
Financing receivables — net .......... $24,809 $24,719 $27,422 $27,337 
Financing receivables 
securitized — net............c0ceeeee § 4835 $ 4820s 4,602 $ 4,573 
Short-term securitization 
DOFrOWINGS.........eee eee eeeeeeeeeees §$ 4590 $ 4,590 $ 4559 $ 4,562 
Long-term borrowings due within 
one year: 
Equipment operations.......... $ 86 $ 78S 243 $ 233 
Financial services ..............0- 5,167 5,167 4,730 4,743 
VGtaliccirscvocaudsasendedonenntees $ 5,253 $ 5,245 $ 4,973 $ 4,976 
Long-term borrowings: 
Equipment operations.......... $ 4461 $ 4,835 $ 4643 $ 5,095 
Financial services ..............6- 19,372 19,348 19,738 19,886 
TOtal ceosc ice ccs canhertscaweca yee $ 23,833 $24,183 $24,381 $ 24,981 








* Fair value measurements above were Level 3 for all financing receivables and 
Level 2 for all borrowings. 





Fair values of the financing receivables that were issued 
long-term were based on the discounted values of their related 
cash flows at interest rates currently being offered by the 
company for similar financing receivables. The fair values of the 
remaining financing receivables approximated the carrying 
amounts. 


Fair values of long-term borrowings and short-term 
securitization borrowings were based on current market quotes 
for identical or similar borrowings and credit risk, or on the 
discounted values of their related cash flows at current market 
interest rates. Certain long-term borrowings have been swapped 
to current variable interest rates. The carrying values of these 
long-term borrowings included adjustments related to fair value 
hedges. 





Assets and liabilities measured at October 31 at fair value 
ona recurring basis in millions of dollars follow: 


Fair value, nonrecurring, Level 3 measurements from 
impairments at October 31 in millions of dollars follow: 











2015* 2014* 
Marketable securities 
PQUICY TUNG se2icessss caneies tas auese.asbarneceloeeen, $ 43 $ 45 
Fixed income fUNC ..........ceeeeeeeeeeeeeeeeeeeeeeeeeees 10 
U.S. government debt securities ...........ceeee 82 808 
Municipal debt securities ...............::c eee 3] 34 
Corporate debt securities ...............ccseeeeeeeeeees 124 172 
nternational debt securities ..............e 47 
Mortgage-backed securities**............0.0 eee 110 146 
Total marketable securities .............:ceeeeeeeeeees 437 1,215 
Other assets 
Derivatives: 
nterest rate CONTACTS 00.0... ee eeeeeeeee eee eee es 353 319 
Foreign exchange contracts .............:seeeereeeeees 50 18 
Cross-currency interest rate contracts.............. 25 16 
Total-assets?** vx¢uco:ee ated sisadetenkonkecpuetane teenie $ 865 $ 1,568 
Accounts payable and accrued expenses 
Derivatives: 
Interest rate CONTACTS «2.0... eee ee cece eens $ 60 $ 8] 
Foreign exchange contracts .............cceeeeeeeeeees 18 29 


Total liabilities ........00.00..ccc cece ceecceecce eee ecseeeeaeeeues S 78 $ 110 


* All measurements above were Level 2 measurements except for Level 1 


measurements of U.S. government debt securities of $37 million and 

$741 million at October 31, 2015 and 2014, respectively, and the equity 
fund of $43 million and $45 million at October 31, 2015 and 2014, 
respectively, and the fixed income fund of $10 million at October 31, 2014. 
In addition, $29 million of the international debt securities were Level 3 
measurements at October 31, 2015. There were no transfers between 
Level 1 and Level 2 during 2015 and 2014. 

Primarily issued by U.S. government sponsored enterprises. 

Excluded from this table were cash equivalents, which were carried at cost 
that approximates fair value. The cash equivalents consist primarily of 
money market funds that were Level 1 measurements. 


** 


* 
* 
* 





Fair value, recurring, Level 3 measurements from available 
for sale marketable securities at October 31 in millions of dollars 
follow: 








2015 
Beginning of period balance..............::seeeeeeeeeeeeeeeeeeeeeeeeeeees 
PUIChAS@S) .decgccnesshaviea vases gavhde.ducuehdeunsdust syaanlaen slamies Faetuans $ 30 
Change in unrealized gain (lOSS) .............ccceeeeeeeeeeetesteeeeeneees (1) 
End of period balance................ ccc cee eeeceeeeneeeeeeeees $ 29 






































Fair Value* Losses* 
2015 2014 2015 2014 2013 
Equipment on operating 
leases — Net........ceeeeeeee eee $ 479 $ 10 
Property and equipment—net $ 33$ 53 $ 10$ 44$ 48 
Other intangible assets — net ... $ 9 
Other assets ..........ccsseeeeeeeeees $ 112$ 15 $ 15$ 16 
Assets held for sale — 
Water operations ............... $ 36 








* See financing receivables with specific allowances in Note 12 that were not 
significant. See Note 5 for impairments. 





Level 1 measurements consist of quoted prices in active 
markets for identical assets or liabilities. Level 2 measurements 
include significant other observable inputs such as quoted 
prices for similar assets or liabilities in active markets; identical 
assets or liabilities in inactive markets; observable inputs such as 
interest rates and yield curves; and other market-corroborated 
inputs. Level 3 measurements include significant unobservable 
inputs. 


Fair value is defined as the price that would be received to 
sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement 
date. In determining fair value, the company uses various 
methods including market and income approaches. The 
company utilizes valuation models and techniques that maximize 
the use of observable inputs. The models are industry-standard 
models that consider various assumptions including time values 
and yield curves as well as other economic measures. These 
valuation techniques are consistently applied. 


The following is a description of the valuation 
methodologies the company uses to measure certain financial 
instruments on the balance sheet and nonmonetary assets at 
fair value: 


Marketable Securities — The portfolio of investments, 
except for the Level 3 measurement international debt 
securities, is primarily valued on a market approach (matrix 
pricing model) in which all significant inputs are observable or 
can be derived from or corroborated by observable market data 
such as interest rates, yield curves, volatilities, credit risk and 
prepayment speeds. Funds are primarily valued using the fund’s 
net asset value, based on the fair value of the underlying 
securities. The Level 3 measurement international debt 
securities are primarily valued using an income approach based 
on discounted cash flows using yield curves derived from 
limited, observable market data. 


Derivatives — The company’s derivative financial 
instruments consist of interest rate swaps and caps, foreign 
currency futures, forwards and swaps, and cross-currency 
interest rate swaps. The portfolio is valued based on an income 
approach (discounted cash flow) using market observable 
inputs, including swap curves and both forward and spot 
exchange rates for currencies. 
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Financing Receivables — Specific reserve impairments are 
based on the fair value of the collateral, which is measured 
using a market approach (appraisal values or realizable values). 
Inputs include a selection of realizable values (see Note 12). 


Equipment on Operating Leases-Net — The impairments are 
based on an income approach (discounted cash flow), using the 
contractual payments, plus an estimate of equipment sale price 
at lease maturity. Inputs include realized sales values. 


Property and Equipment-Net — The impairments are 
measured at the lower of the carrying amount, or fair value. The 
valuations were based on a cost approach. The inputs include 
replacement cost estimates adjusted for physical deterioration 
and economic obsolescence. 


Other Intangible Assets-Net — The impairments are 
measured at the lower of the carrying amount, or fair value. The 
valuations were based on an income approach (discounted cash 
flows). The inputs include estimates of future cash flows. 


Other Assets — The impairments are measured at the lower 
of the carrying amount, or fair value. The valuations were based 
ona market approach. The inputs include sales of comparable 
assets. 


Assets Held For Sale-Water Operations — The impairment 
of the disposal group was measured at the lower of carrying 
amount, or fair value less cost to sell. Fair value was based on 
the probable sale price. The inputs included estimates of the 
final sale price (see Note 5). 


27. DERIVATIVE INSTRUMENTS 





Cash Flow Hedges 

Certain interest rate and cross-currency interest rate contracts 
(swaps) were designated as hedges of future cash flows from 
borrowings. The total notional amounts of the receive-variable/ 
pay-fixed interest rate contracts at October 31, 2015 and 2014 
were $2,800 million and $3,050 million, respectively. The total 
notional amounts of the cross-currency interest rate contracts 
were $60 million and $70 million at October 31, 2015 and 2014, 
respectively. The effective portions of the fair value gains or 
losses on these cash flow hedges were recorded in other 
comprehensive income (OCI) and subsequently reclassified into 
interest expense or other operating expenses (foreign exchange) 
in the same periods during which the hedged transactions 
affected earnings. These amounts offset the effects of interest 
rate or foreign currency exchange rate changes on the related 
borrowings. Any ineffective portions of the gains or losses on all 
cash flow interest rate contracts designated as cash flow 
hedges were recognized currently in interest expense or other 
operating expenses (foreign exchange) and were not material 
during any years presented. The cash flows from these contracts 
were recorded in operating activities in the statement of 
consolidated cash flows. 


The amount of loss recorded in OCI at October 31, 2015 
that is expected to be reclassified to interest expense or other 
operating expenses in the next twelve months if interest rates 
or exchange rates remain unchanged is approximately $4 million 
after-tax. These contracts mature in up to 35 months. There 
were no gains or losses reclassified from OCI to earnings based 
on the probability that the original forecasted transaction would 
not occur. 


Fair Value Hedges 

Certain interest rate contracts (swaps) were designated as fair 
value hedges of borrowings. The total notional amounts of the 
receive-fixed/pay-variable interest rate contracts at October 31, 
2015 and 2014 were $8,618 million and $8,798 million, 
respectively. The effective portions of the fair value gains or 
losses on these contracts were offset by fair value gains or 
losses on the hedged items (fixed-rate borrowings). Any 
ineffective portions of the gains or losses were recognized 
currently in interest expense. The ineffective portions were a 
gain of $2 million and loss of $2 million in 2015 and 2014, 
respectively. The cash flows from these contracts were recorded 
in operating activities in the statement of consolidated cash 
flows. 


The gains (losses) on these contracts and the underlying 
borrowings recorded in interest expense follow in millions of 
dollars: 








2015 2014 
Interest rate CONtFACtS™ ..... eee cece eee cee ee eeeeeeeeeees $ 104 $ (13) 
BORFOWIN GS?” esi ncanteead? dae Sten gumendceaacedaneadeamecaredel (102) 1] 


* Includes changes in fair values of interest rate contracts excluding net 
accrued interest income of $173 million and $168 million during 2015 and 
2014, respectively. 

** Includes adjustments for fair values of hedged borrowings excluding accrued 
interest expense of $274 million and $267 million during 2015 and 2014, 
respectively. 





Derivatives Not Designated as Hedging Instruments 

The company has certain interest rate contracts (swaps and 
caps), foreign exchange contracts (futures, forwards and swaps) 
and cross-currency interest rate contracts (swaps), which were 
not formally designated as hedges. These derivatives were held 
as economic hedges for underlying interest rate or foreign 
currency exposures primarily for certain borrowings and 
purchases or sales of inventory. The total notional amounts of 
the interest rate swaps at October 31, 2015 and 2014 were 
$6,333 million and $6,317 million, the foreign exchange 
contracts were $3,160 million and $3,524 million and the cross- 
currency interest rate contracts were $76 million and 

$98 million, respectively. At October 31, 2015 and 2014, there 
were also $1,069 million and $1,703 million, respectively, of 
interest rate caps purchased and the same amounts sold at the 
same capped interest rate to facilitate borrowings through 
securitization of retail notes. The fair value gains or losses from 
the interest rate contracts were recognized currently in interest 
expense and the gains or losses from foreign exchange 
contracts in cost of sales or other operating expenses, generally 
offsetting over time the expenses on the exposures being 
hedged. The cash flows from these non-designated contracts 
were recorded in operating activities in the statement of 
consolidated cash flows. 





Fair values of derivative instruments in the consolidated 
balance sheet at October 31 in millions of dollars follow: 






























































2015 2014 
Other Assets 
Designated as hedging instruments: 
IMtGESE hatECOMMACES) ci ici sina ie cew cia teeesionds cet Masealie $ 2998 266 
Cross-currency interest rate contracts ..............0.00. 14 13: 
Total designated vicocscccssctcnnseaueaddadvessiviedecana cde 313 279 
Not designated as hedging instruments: 
Interest rate CONTACTS... cece eee eeteeeeeeeeennees 54 BY) 
Foreign exchange Contracts............00::ssseeeeeeeeeeeeees 50 18 
Cross-currency interest rate contracts .............0.06. 1] 3 
Total not designated ............::sseeeeeeeeeeeeeeeeeeeeees 115 74 
Total derivative assets .......... eee $ 428 $ 353 
Accounts Payable and Accrued Expenses 
Designated as hedging instruments: 
Imterest Fate COMtRACES fic. foes casatnes aneteemsestatneseeas $ 8$ 35 
Total designated ...............cssseeseeeeeeeeeeeeeeeeeeeeees 8 35 
Not designated as hedging instruments: 
Interest rate CONTACTS... eee cece eeneeeeeeeeenaees 52 46 
Foreign exchange Contracts............0:::ssseeeeeeeeeeeeees 18 29 
Total not designated .............eeeeeeeeeeeeeeeeeeeeeeeees 70 75 
Total derivative liabilities... $ 78 $ 110 

















The classification and gains (losses) including accrued 
interest expense related to derivative instruments on the 
statement of consolidated income consisted of the following in 
millions of dollars: 














2015 2014 2013 

Fair Value Hedges 
nterest rate contracts — Interest expense........... $277 $155 §$ (89) 
Cash Flow Hedges 
Recognized in OCI 
Effective Portion): 
nterest rate contracts — OCI (pretax)*................ (16) (10) = (15) 
Foreign exchange contracts — OCI (pretax)* ........ 4 (4) 58 
Reclassified from OCI 
Effective Portion): 
nterest rate contracts — Interest expense” ......... (12) (13) (22) 
Foreign exchange contracts — Other expense%..... 4 (6) 49 
Recognized Directly in Income 
Ineffective Portion) ...........0..ccccccceeecceeeeeeeee eens ne iad lal 
Not Designated as Hedges 
nterest rate contracts — Interest expense” ......... $(17)$ 3 S$ (6) 
Foreign exchange contracts — Cost of sales......... 97 25 35 
Foreign exchange contracts — Other expense%..... 304 79 20 

Total not designated ............. ee $384 $107 $ 49 








* Includes interest and foreign exchange gains (losses) from cross-currency 
interest rate contracts. 
** The amounts are not significant. 





Counterparty Risk and Collateral 

Certain of the company’s derivative agreements contain credit 
support provisions that may require the company to post 
collateral based on the size of the net liability positions and 
credit ratings. The aggregate fair value of all derivatives with 
credit-risk-related contingent features that were in a net liability 


position at October 31, 2015 and October 31, 2014, was 

$41 million and $57 million, respectively. The company, due to 
its credit rating and amounts of net liability position, has not 
posted any collateral. If the credit-risk-related contingent 
features were triggered, the company would be required to post 
collateral up to an amount equal to this liability position, prior 
to considering applicable netting provisions. 


Derivative instruments are subject to significant 
concentrations of credit risk to the banking sector. The 
company manages individual counterparty exposure by setting 
limits that consider the credit rating of the counterparty, the 
credit default swap spread of the counterparty and other 
financial commitments and exposures between the company 
and the counterparty banks. All interest rate derivatives are 
transacted under International Swaps and Derivatives 
Association (ISDA) documentation. Some of these agreements 
include credit support provisions. Each master agreement 
permits the net settlement of amounts owed in the event of 
default or termination. 


Derivatives are recorded without offsetting for netting 
arrangements or collateral. The impact on the derivative assets 
and liabilities related to netting arrangements and any collateral 
received or paid at October 31 in millions of dollars follows: 








Gross Amounts Netting Collateral Net 
Recognized Arrangements Received Amount 
2015 
Assets .....0.0.. $ 428 $ (62) $ 366 
Liabilities ....... 78 (62) 16 
2014 
Assets 0.0.00... $ 353 $ (76) $ (5) $ 272 
Liabilities ....... 110 (76) 34 





28. SEGMENT AND GEOGRAPHIC AREA DATA FOR THE YEARS 
ENDED OCTOBER 31, 2015, 2014 AND 2013 


The company’s operations are presently organized and reported 


in three major business segments described as follows: 


The agriculture and turf segment primarily manufactures 
and distributes a full line of agriculture and turf equipment and 
related service parts — including large, medium and utility 
tractors; loaders; combines, corn pickers, cotton and sugarcane 
harvesters and related front-end equipment and sugarcane 
loaders; tillage, seeding and application equipment, including 
sprayers, nutrient management and soil preparation machinery; 
hay and forage equipment, including self-propelled forage 
harvesters and attachments, balers and mowers; turf and utility 
equipment, including riding lawn equipment and walk-behind 
mowers, golf course equipment, utility vehicles, and commercial 
mowing equipment, along with a broad line of associated 
implements; integrated agricultural management systems 
technology and solutions; and other outdoor power products. 


The construction and forestry segment primarily 
manufactures and distributes a broad range of machines and 
service parts used in construction, earthmoving, material 
handling and timber harvesting — including backhoe loaders; 
crawler dozers and loaders; four-wheel-drive loaders; excavators; 
motor graders; articulated dump trucks; landscape loaders; skid- 
steer loaders; and log skidders, feller bunchers, log loaders, log 
forwarders, log harvesters and related attachments. 
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The products and services produced by the segments 
above are marketed primarily through independent retail dealer 
networks and major retail outlets. 


The financial services segment primarily finances sales and 
leases by John Deere dealers of new and used agriculture and 
turf equipment and construction and forestry equipment. In 
addition, the financial services segment provides wholesale 
financing to dealers of the foregoing equipment, finances retail 
revolving charge accounts and offers extended equipment 
warranties. 


Because of integrated manufacturing operations and 
common administrative and marketing support, a substantial 
number of allocations must be made to determine operating 
segment and geographic area data. Intersegment sales and 
revenues represent sales of components and finance charges, 
which are generally based on market prices. 


Information relating to operations by operating segment in 
millions of dollars follows. In addition to the following 
unaffiliated sales and revenues by segment, intersegment sales 
and revenues in 2015, 2014 and 2013 were as follows: 
agriculture and turf net sales of $49 million, $89 million and 
$69 million, construction and forestry net sales of $1 million, 
$1 million and $2 million, and financial services revenues of 
$225 million, $228 million and $220 million, respectively. 














OPERATING SEGMENTS 2015 2014 2013 
Net sales and revenues 
Unaffiliated customers: 
Agriculture and turf net sales .............. $19,812 $26,380 $29,132 
Construction and forestry net sales ...... 5,963 6,581 5,866 
Total net sales ...........0..ccccceeeeeee eee 25,775 32,961 34,998 
Financial services revenueS................06005 2,591 2,577 2,349 
Other revenues* 497 529 448 
Ke) t= | Ree ane En ae ee ee $28,863 $36,067 $37,795 











* Other revenues are primarily the equipment operations’ revenues for finance 
and interest income, and other income as disclosed in Note 31, net of 
certain intercompany eliminations. 





Operating profit 








Agriculture and turf o.oo... $ 1,649 $ 3,649 $ 4,680 
Construction and forestry ............::::c 528 648 378 
Financial Services* ............ccccccceeeeeeeeeeees 963 92) 870 

Total operating profit ............. eee 3,140 5,218 5,928 
Interest INCOME .......... cece c cece eee ee eee e eens 61 57 55 
Investment INCOME ............ccccce cece eeeeeeees 2 2 
Interest ExpeMse ...........ecceeeeeeeeeeeeeeeees (273) (289) (297) 


Foreign exchange gains (losses) from 
equipment operations’ financing 











ACUIVITIOS sic. ducscncleantersansasactdensesecseeech 13 (2) (8) 
Corporate expenses — net ..............e (160) (196) (197) 
Income taxes (1,627) (1,946) 

MOtAllasctchon cox es sgeseear Redes aeacttacetana: (2,055) = (2,391) 
Net INCOME ....... 00. .cec cece eee ce eee eeee nese ees 3,163 3,537 
Less: Net income attributable to 

noncontrolling interests .............eee ] ] 





Net income attributable to 
Deere: & Company) ss ccessesnsuhteetivendts $ 1,940 $ 3,162 $ 3,537 








* Operating profit of the financial services business segment includes the 
effect of its interest expense and foreign exchange gains or losses. 














OPERATING SEGMENTS 2015 2014 2013 
Interest income* 
Agriculture and turf.........0000. ee $ 14 $ 17 $ 24 
Construction and forestry ............::: ee 2 ] 2 
Financial services .............0000ceeeeeeeeeeeeees 1,687 1,754 ‘1,668 
CONPOFAtC sidintsdiadcsrensatecdialeramtansnesest 6] 57 55 
IntercOMPAaNY ...........eeeeeeeeeeeeceeeeeeeeeees (253) (268) (247) 
(0) | Meee ee ee ee $1,511 $ 1,561 $ 1,502 








* Does not include finance rental income for equipment on operating leases. 





Interest expense 





Agriculture and turf..........000. ee $ 160 $ 175 $ 167 
Construction and forestry ...........:::: ee 45 37 36 
Financial Services ..........ccceeeeeeeeeeeeeeeeeees 455 43 488 
COPPORATes te sscdce scene uainoaweh bet mdonedoes 273 289 297 
INECTEOMPANY swilinic svevsrdncdivnsanerdeevesedens (253) (268) (247) 

VOtall sscscaccnchonanti neces Nansnageareamtnsdeead $ 680 $ 664 $ 74] 











Depreciation* and amortization expense 








Agriculture and turf...........000.. ee $ 659 $ 681 $ 627 
Construction and forestry ............::: ee 133 115 106 
Financial services .......00.. 590 51 407 

WOtall oc, cbescesntceteaucinatvies aeeuuensernastihes $ 1,382 $ 1,307 $ 1,140 








* Includes depreciation for equipment on operating leases. 





Equity in income (loss) of 
unconsolidated affiliates 














Agriculture and turf ............ccccceeeeeeeeeeees $ ff 45 8 $ (1) 

Construction and forestry ............::: ee (7) (18) 

Financial services ..........::seeeeeeeeeeeeeeeeeees ] 2 ] 
Ota stance ion cteareitadeatiasuteseeencce-cseae $ 1 $ (8) 

Identifiable operating assets 

Agriculture and turf..........000...c ee $ 8,332 $ 9,442 $10,799 

Construction and forestry .............:: ee 3,295 3,405 3,461 

Financial Services ..........ccseeeeeeeeeeeeeeeeeees 40,909 42,784 38,646 

COMPOPATC? sacsicdamerseasedeasindeedsanaenraneeds 5,412 5,705 6,615 








MOEA sec .cccetegutccuaesiadeawiapleuaeaseccteedeo: $57,948 $61,336 $59,521 


Corporate assets are primarily the equipment operations’ retirement benefits, 
deferred income tax assets, marketable securities and cash and cash 
equivalents as disclosed in Note 31, net of certain intercompany 
eliminations. 











Capital additions 

















Agriculture and turf..........00.0... ce $ 522 $ 868 $ 981 
Construction and forestry ............:: cee 138 145 174 
Financial Services ...........0ccccccceeeeeeeee ees 6 3 3 
TOtal sescsccnsnsucencesnadastearnateagesnesteteres $ 666 $ 1,016 $ 1,158 
Investments in unconsolidated affiliates 
Agriculture and turf..........0000... ce $ 116 $ 110 $ 24 
Construction and forestry ............::: ee 177 182 187 
Financial Services ............ccccecceeeeeeeeeeees 10 1] 10 
TOtal ise cesecesastedutensdvanesenuseienpennes sedans $ 303 $ 303 $ 221 














The company views and has historically disclosed its 
operations as consisting of two geographic areas, the U.S. and 
Canada, and outside the U.S. and Canada, shown below in 
millions of dollars. No individual foreign country’s net sales and 
revenues were material for disclosure purposes. 























GEOGRAPHIC AREAS 2015 2014 2013 
Net sales and revenues 
Unaffiliated customers: 
U.S. and Canada: 
Equipment operations 
net sales (87%)* ..........0..ceeceeeee ees $16,498 $20,171 $21,821 
Financial services revenues (78%)*...... 2,252 2,220 2,031 
i | ¢=| (ee ee 18,750 22,391 23,852 
Outside U.S. and Canada: 
Equipment operations net sales......... 9,277. 12,790 13,177 
Financial services revenues ............... 339 357 318 
WOb alien ct erattedecaits santacteracnecemaente 9,616 13,147 13,495 
Other revenues .............0ccccecceeeeeeeeeeeee ees 497 529 448 
Wt lcs tacteeeaastadta tw ttemataecd treinceseeca teen $28,863 $36,067 $37,795 








* The percentages indicate the approximate proportion of each amount that 
relates to the U.S. only and are based upon a three-year average for 2015, 
2014 and 2013. 





Operating profit 
U.S. and Canada: 



































Equipment operations ...............0 $ 1,643 $ 3,311 $ 4,062 
Financial Services ...........cseseeeeeeeeeeees 802 727 706 
WOtaliersssitiis. coke, ib. Padua tonedends 2,445 4038 4,768 

Outside U.S. and Canada: 
Equipment operations ..................... 534 986 996 
Financial services ..........:s:eeeeeeeeeeeeees 161 194 164 
1,180 1,160 
5,218 $ 5,928 

Property and equipment 

US cris chant sae notien bncthipait teil! atadtemonanti det! $ 3,098 $ 3,154 $ 2,997 
Germany.............. 568 640 647 
Other countries 1515 1,784 1,823 
TOtall copes cnsihtel chignobh delice ie badd: $ 5,181 $ 5,578 $ 5,467 











29. SUPPLEMENTAL INFORMATION (UNAUDITED) 


Common stock per share sales prices from New York Stock 
Exchange composite transactions quotations follow: 








First Second Third Fourth 
Quarter Quarter Quarter Quarter 





2015 Market price 


FAG Mi ictecs aerate sedinesnknpeetn cian eves $90.85 $92.75 $97.33 $97.14 
WOW scenesteuatareace cereus cenaceresaataaasy $84.55 $86.64 $88.98 $72.89 
2014 Market price 

MAG Al akitranciastsuetictote nectar giana nsec $91.33 $93.89 $94.53 $87.16 
WOW escccassesgaswaataaaadtaseue stesmecueseas $81.50 $84.05 $85.11 $80.01 





At October 31, 2015, there were 23,415 holders of record 
of the company’s $1 par value common stock. 


Quarterly information with respect to net sales and 
revenues and earnings is shown in the following schedule. The 
company’s fiscal year ends in October and its interim periods 
(quarters) end in January, April and July. Such information is 
shown in millions of dollars except for per share amounts. 





First Second Third Fourth 
Quarter Quarter Quarter Quarter 





2015 
Net sales and revenues ................ $ 6,383 $8171 $7,594 $6,715 
NGF SALES sei desaieantra samc aetiaatamantys 5,605 7,399 6,839 5,932 
GPOSSDIOTIE ese sicnoscsehiGeeaecetinae sheet 1,184 1,704 1,482 1,262 
Income before income taxes.......... 568 1,017 738 457 
Net income attributable to 
Deere & Company.................0 387 690 512 351 
Per share data: 
BAS] @ caveat Samidanamandecauttnndemasgan 1.13 2.05 1.54 1.09 
DiNUEC Gs: ccvtascnsdotieinndtnadete 1.12 2.03 1.53 1.08 
Dividends declared................... .60 .60 .60 .60 
Dividends paid ..............0 seen .60 .60 .60 .60 
2014* 
Net sales and revenues ................ $7,654 $9,948 $9,500 $ 8,965 
Net sales .......0...ccccccceeeeeeeseeeeea ees 6,949 9,246 8723 8,043 
Gross profit ...........ceeeeeeeeeeeeeeeeees 1,753 2,374 2,112 1,946 
Income before income taxes.......... 965 1,464 1,292 1,076 
Net income attributable to 
Deere & Company .................0 681 981 851 649 
Per share data: 
BaSi@rasc esi siicnaundenes endiaennadedencetest 1.83 2.67 2.35 1.84 
DilUtO s cicieiiiinduictioncuamiteodinackans 1.8] 2.65 2.33 1.83 
Dividends declared................... 5] 5] .60 .60 
Dividends paid ..............: sees 51 5] 51 60 


Net income per share for each quarter must be computed independently. As a 
result, their sum may not equal the total net income per share for the year. 
* See Note 5 for ‘‘Special Items.” 


30. SUBSEQUENT EVENTS 


A quarterly dividend of $.60 per share was declared at the Board 
of Directors meeting on December 2, 2015, payable on 
February 1, 2016 to stockholders of record on December 31, 
2015. 
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31. SUPPLEMENTAL CONSOLIDATING DATA 





INCOME STATEMENT 
For the Years Ended October 31, 2015, 2014 and 2013 
(In millions of dollars) 












































EQUIPMENT OPERATIONS* FINANCIAL SERVICES 
2015 2014 2013 2015 2014 2013 
Net Sales and Revenues 
INGE SACS tccutte aes uae tan eecced annua d mca atte saeaie sees Sete eee hee, ta $25,775.2 $32,960.6 $34,997.9 
77.0 76.5 80.8 $ 2,557.0 $ 2,475.0 $ 2,280.5 
602.7 622.6 549.1 258.9 330.2 288.4 
26,454.9 33,659.7  35,627.8 2,815.9 2,805.2 2,568.9 
Costs and Expenses 
COSH:OF SACS) sscisecieaea thu hcitetdaten ce deeds as tatlendie eatembetc ota aeshassiestuapetates 20,145.2 24,777.8  25,668.8 
Research and development expenses ...........cccseeeeeeeeeeeeeeeeeeeeeennnnneeees 1,425.1 1,452.0 1,477.3 
Selling, administrative and general expenses .............00:cceeeeeeeeeeeeeeeeees 2,393.8 = 2,765.1 3,143.9 487.3 529.2 473.2 
IMECRESEICXPENSE: ta -nidsscdenktiid chatanniasond aanitesdtoemiats eaaniniaredeenagiaatt 272.8 289.4 297.1 455.0 430.9 487.6 
Interest compensation to Financial Services ...............:cceceeseeeeeeeeeeeeees 204.8 212.1 202.7 
Other operating Expenses ........... cc cseseeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeenennnnnees 195.0 285.4 223.7 911.7 925.6 739.0 
WOUal s.c"asaisaes ee deen yoredadedtsaus daa nocel aeednatretmdate ease eeeere sete 24,636.7  29,781.8 31,013.5 1,854.0 1,885.7 1,699.8 
Income of Consolidated Group before Income Taxes.....................6. 1,818.2 3,877.9 4,614.3 961.9 919.5 869.1 
Provision for income taxes 509.9 1,329.6 1,640.7 330.2 296.9 305.2 
Income of Consolidated Group ....................cceeeeeeeeeeee eee e ee teeenenneeees 1,308.3 2,548.3 2,973.6 631.7 622.6 563.9 
Equity in Income (Loss) of Unconsolidated Subsidiaries and Affiliates 
Fina Glial S@NViCOS:s soca. eset cnignteanoand agers edarienmndegnndmaatiads oetiementss 632.9 624.5 565.0 1.2 1.9 1 
Kher nseogtitcied midencnd die, dgebatieeled Adasddeganddrinbebisiibadinhad sie. Gnekadeg (.3) (9.5) (1.0) 
WO acne srian a ctendesate ceeataeee te teeeteceeastenaaadsoccen anne a seetasatiaansts 632.6 615.0 564.0 1.2 1.9 Lal 
Net INCOME ii. 20icscsteccsdpaer nce Salieiena ne tewchee died eda teed nievaoatees 1,940.9 3,163.3 3,537.6 632.9 624.5 565.0 
Less: Net income attributable to noncontrolling interests..............::068 9 1.6 3 
Net Income Attributable to Deere & Company ..................00, $ 1,940.0 $ 3,161.7 $ 3,537.3 $ 632.9 $ 6245 $ 565.0 














* Deere & Company with Financial Services on the equity basis. 


The supplemental consolidating data is presented for informational purposes. The ‘Equipment Operations” reflect the basis of consolidation described in Note 1 to 
the consolidated financial statements. The consolidated group data in the “Equipment Operations” income statement reflect the results of the agriculture and turf 
operations and construction and forestry operations. Transactions between the “Equipment Operations” and “Financial Services” have been eliminated to arrive at 
the consolidated financial statements. 


31. SUPPLEMENTAL CONSOLIDATING DATA (continued) 





BALANCE SHEET 
As of October 31, 2015 and 2014 
(In millions of dollars except per share amounts) 






















































































EQUIPMENT OPERATIONS* FINANCIAL SERVICES 
2015 2014 2015 2014 
ASSETS 
GaShsanid: Cash: CQUIVAIGMES «.c4cctatauseedinctns Me ctalnodsanhdisaoesateeacteadeteaata ealvaneeta ds $ 2,900.0 $ 2,569.2 $ 1,262.2 $ 1,217.8 
Marketable S@CUmities: 22vccccceecnnaccemdenweinauatvnchaanstantsecedcamanesnubpuaiaradteannteatees anes 47.7 700.4 389.7 514.7 
Receivables from unconsolidated subsidiaries and affiliates ................ eee 2,428.7 3,663.9 
Trade accounts and notes receivable — net.........eeeeeeeeeeeeee eee eeetteeteeeeeeeeeeeeeeeeeees 485.2 706.0 3,553.1 3,554.4 
Financing receivables — net ...........::::ceeeeeeeeeeeeeeeeeeeeeeeeeeeeteeteeeeeeeeeeeeeeeeeeeeeeeeees PS) 18.5 24,808. 1 27,403.7 
Financing receivables securitized — net ..............ccceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeees 4,834.6 4,602.3 
Other receivables vvsccndccsccit assaitetnagaa veanneataaessnccenndebedeaseeatieys>seeadesdneaua neaiteneace 849.5 848.0 152.9 659.0 
Equipment on operating leases — Net ............eeeeeeeeeeeeeeeteeeeeeeeeeeeeeeeeeeeeeeeeeeeeneees 4,970.4 4,015.5 
IPVENEORES se .isdcc ses ct desainws cba te onbaealradane dumpaiod etieeaniieg nue dunwancnieaesiedha te Oe dua aibhauhediianl 3,817.0 4,209.7 
Property and equipment — net............eceeeeeeeeeeeeeeeeee eee eeetteneeeeeeeeeeeeeeeeeeeeeeeeeees 5,126.2 5,522.5 55:3 55.3 
Investments in unconsolidated subsidiaries and affiliates ................eeceeeeeeeeeeeeeees 4,817.6 5,106.5 10.5 10.9 
GOGGWIN Gsecicest ect aneatceate desatduanen sucacima seen tetbeid Ata tuec ae chtetaneceateatas tedacmmhanenss 726.0 791.2 
Other intangiblé.assets — Net e.s.c.sseriecescs censocecncaaneesssdacsus.deeaeaaestber eaaecsteneeedanss 63.6 64.8 40 
Retirement DEMERS 5 <isocse2sied ant tesienncnd aeaiietnn Yas teadteat deniaumsiandiauddeesssadseiasuayeundedin rs 211.9 263.5 25.0 32.9 
Deferred income taxes............cccseeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeetttnneeneeeeeeeeeeeeeeeeeeeees 3,092.0 2,981.9 67.9 64.9 
OPMER- ASSETS 5 cote tenes henegusdacengatdpaeubdhapioncting ait asseoke eundieieng Meeceaiacs eeedcen eee 807.3 850.6 779.1 648.2 
Total ASS@tS sci, sci, tad aise teeta hee aiadeere hci eeetes thas aaa ae awe ada $ 25,373.6 $ 28,296.7 $ 40,908.8 $ 42,783.6 
LIABILITIES AND STOCKHOLDERS’ EQUITY 
LIABILITIES 
ShOrtsterm BOMOWINGS:ivsi2.cicalio.a x. oscuneineces naehudevdnaysasenete nude inanethal oltetaenctta Ss $ 464.3 $434.1 $ 7,962.3 $ 7,585.1 
Short-term securitization DOrrOWINGS .............+:seeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeennnnnees 4,590.0 4,558.5 
Payables to unconsolidated subsidiaries and affiliates 0.00.00... eeceeceeeetteereeeeee 80.6 101.0 2,395.4 3,633.7 
Accounts payable and accrued eXxpenses..............cceceeeeeee eee e ee eeeeteneeeeeeeeeeeeeeeeeees 6,801.2 7,518.4 1,511.2 2,027.0 
Deferred income taxes 86.8 87.1 466.6 344.1 
Long-term borrowings 4,460.6 4,642.5 19,372.2 19,738.2 
Retirement benefits and other liabilities 2.2.0.2... eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeea 6,722.5 6,448.1 86.4 82.8 
TOta WADING CS sist acccedsonsceetagentedctesiuaneneten unttanasaaitiyachuntaeoocctanaenatansans 18,616.0 9,231.2 36,384.1 37,969.4 

Commitments and contingencies (Note 22) 
STOCKHOLDERS’ EQUITY 
Common stock, $1 par value (authorized — 1,200,000,000 shares; 

issued — 536,431,204 shares in 2015 and 2014), at paid-in amount .................. 3,825.6 3,675.4 2,050.8 2,023.1 
Common stock in treasury, 219,743,893 shares in 2015 

and 190,926,805 shares in 2014, at COSt .........0..ccccceccceceeeeeeeceseeeeeeeeeneeanees (15,497.6) (12,834.2) 
Retained! CarmiMnGs sic .22 eects onected tek oh sachin ty iueharietinleatd dette aliad siadvineeaidadeeades 23,144.8 22,004.4 2,764.8 2,811.8 
Accumulated other comprehensive income (lOSS) ............0000ceeeeeeeeeeeeeeeeeeeeeeeeeeeees (4,729.4) (3,783.0 (290.9) (20.7) 
Total Deere & Company stockholders’ equity ..............ceeeeeeeeeeeeteeeeeeeeeeeeeeeeeeeeeees 6,743.4 9,062.6 4,524.7 4,814.2 
NONGOMtrOlling IMterOStS: «ccc. cc ees cheeadsinnse¥s cand deasds tea tedamereste esas sncandbandad aenmeees $4 14.2 2.9 

Total stockholders’ equity .............cccscceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaaenneneeeeeeeeess 6,757.6 9,065.5 4,524.7 4,814.2 
Total Liabilities and Stockholders’ Equity.........0.000000000 tees $ 25,373.6 $ 28,296.7 $ 40,908.8 $ 42,783.6 

















* Deere & Company with Financial Services on the equity basis. 


The supplemental consolidating data is presented for informational purposes. The ‘Equipment Operations” reflect the basis of consolidation described in Note 1 to 


the consolidated financial statements. Transactions between the ‘Equipment Operations” and ‘Financial Services’ have been eliminated to arrive at the 


consolidated financial statements. 
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31. SUPPLEMENTAL CONSOLIDATING DATA (continued) 


STATEMENT OF CASH FLOWS 
For the Years Ended October 31, 2015, 2014 and 2013 
(In millions of dollars) 





EQUIPMENT OPERATIONS* FINANCIAL SERVICES 
2015 2014 2013 2015 2014 2013 





Cash Flows from Operating Activities 






































NOE INCOME De cnttenarcinettac tater wunide cGeed unldaenactemecnnad iacttmeteeanuehqantin $ 1,940.9 $ 3,163.3 $ 3,537.6 $ 632.9 $ 6245 $ 565.0 
Adjustments to reconcile net income to net cash provided by 
operating activities: 
Provision for Crédit lOSS@S* sscsce.s2cccsceidbeeasteiadatlsednodauceatieasareudeass 5.5 2.9 10.8 49.9 35.2 9.7 
Provision for depreciation and amortization ...............::::eeeeeeeeeeees 791.8 795.7 733.0 688.5 574.9 492.2 
Impairment Charges ..........:::::eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeees 15.3 95.9 102.0 19.5 
Undistributed earnings of unconsolidated subsidiaries 
AMO APIARES ieisedssdmacehiselanccdGendl ted conaieredinadcnetuneddedaanahborhan 46.6 (463.4) (369.0) (1.0) (1.7) (.9) 
Provision (credit) for deferred income taxes .........0...0cccceeeeeeeeee eens (139.8) (236.4) (204.6) 121.4 (43.7) 32.0 
Changes in assets and liabilities: 
Trade receivables ............ccccccceecccceeeeceeeeeeeeeeeeeeeeeseeeeuaneeenea 113.4 231.5 26.1 
Insurance receivables ...........0c..ccccccecceeeceuceeueceeueceueeteneeeestans 333.4 (149.9) 263.4 
WAV ETITOTIES vas csciniietcituasamtnathaaist eacdnadwsduwhaddaanteseaddnatinied caeeduadsnhen (17.0) 496.2 (69.6) 
Accounts payable and accrued expenses ............ccceeseseeteeeteeeees (253.8) (277.0) 470.5 (245.4) 263.3 (207.9) 
Accrued income taxes payable/receivable ................::eeeeeeeeereees (133.0) 330.5 84.2 (4.6) 12.) (3.8) 
Retirement benefits 414.3 323.0 241.6 13.2 13.9 20.4 
OTM esc cicaeecte leche teteaeleus eaeie sdaveieeeeccisarveertoscaendecsedesesaanenss 271.1 70.0 106.0 (25.7) (7.7) 735 
Net cash provided by operating activities .............::ssseeeeeeeeees 3,055.3 4,532.2 4,668.6 1,582.1 1,320.9 1,243.6 
Cash Flows from Investing Activities 
Collections of receivables (excluding trade and wholesale)................. 16,266.1 16,772.0 15,440.0 
Proceeds from maturities and sales of marketable securities .............. 700.1 1,000.1 800.1 160.6 22.4 43.8 
Proceeds from sales of equipment on operating leases..............::::08 1,049.4 1,091.5 936.7 
Proceeds from sales of businesses, net of cash SOld............00.ccc0eeeeee 345.8 22.0 149.2 
Cost of receivables acquired (excluding trade and wholesale) ............. (16,327.8) (19,015.3) (18,792.7) 
Purchases of marketable securities ...........0...ccccccecceeceeeeeeeeeeesteneees (60.0) (504.1) (911.1) (94.9) (110.5) (115.2) 
Purchases of property and equipment ...............:eeeeeeeeeeeeeeeeeeeeeeeeees (688.1) (1,045.2) = (1,155.2) (5.9) (3.1) (3.2) 
Cost of equipment on operating leases acquired ............:c cece (3,043.6) (2,684.2) (2,107.2) 
Increase in investment in Financial Services .............0ccc0eceseeeeeeeeeees (27.4) (66.8) (121.6) 
Acquisitions of businesses, net of cash acquired ..............:eeeeeeeee (83.5) 
Decrease (increase) in trade and wholesale receivables ................00005 657.0 (782.0) = (1,152.7) 
ORME eercaSucceiiedsetaanines cc paiea ens Oaiee cance desauch Rteeaecda sWiescslenates sinus aenmeeen 6.8 (98.6 (120.0) (45.1) (47.1) (94.5) 
Net cash used for investing activities ........0...:c:seeeeeeeeeeeeeeeees (68.6) (368.8) (1,569.3) (1,235.0) (4,756.3) (5,845.0) 
Cash Flows from Financing Activities 
Increase (decrease) in total short-term borrowings...............::::::e 211.9 (65.8 36.0 289.7 155.0 2,713.5 
Change in intercompany receivables/payables ..............:0ccesesereeerrrees 928.6 (367.5) — (2,007.2) (928.6) 367.5 2,007.2 
Proceeds from long-term borrowingS .............:eceeeeeeeeeeeeeeeeeeeeeeeeeees 6.2 60.7 282.9 5,704.8 8,171.3 4,451.1 
Payments of long-term DOrrowingS...........::eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeees (214.2) (819.1 (191.0) (4,649.0) (4,390.0) (4,767.4) 
Proceeds from issuance Of COMMON StOCK...........00cccceeecceeeeeeeeeeee ees 172.) 149.5 174.5 
Repurchases of common Stock ............cceceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeees (2,770.7) (2,731.1) — (1,531.4) 
Capital investment from Equipment Operations................::ceeeeeeeeeee 27.4 66.8 121.6 
Dividends: DalG 22 ces: cies iancisee dpdsghapeccinponshin icashasakiaiweniseaneestiants (816.3) (786.0) (752.9) (679.6) (150.0) (186.0) 
Excess tax benefits from share-based compensation ..............:::::008 18.5 30.8 50.7 
GING Fs cates enciae cance peneencsesetit gcadenaeeees tat saceaeegseet anise esezaet easeeus (45.4) (27.7) (40.1) (26.7) (35.9) (19.2) 
Net cash provided by (used for) financing activities................ (2,509.3) (4,556.2) (3,978.5) (262.0) 4,184.7 4,320.8 
Effect of Exchange Rate Changes on Cash and Cash Equivalents ..... (146.6) (61.3) (5.4) (40.7) (12.3) 17.1 
Net Increase (Decrease) in Cash and Cash Equivalents................... 330.8 (454.1) (884.6) 4h 4 737.0 (263.5) 
Cash and Cash Equivalents at Beginning of Year .......................... 2,569.2 3,023.3 3,907.9 1,217.8 480.8 7443 
Cash and Cash Equivalents at End of Year ....................::cseeeeeeeeees $ 2,900.0 $ 2,569.2 $ 3,023.3 $ 1,262.2 $ 1,217.8 $ 480.8 











* Deere & Company with Financial Services on the equity basis. 


The supplemental consolidating data is presented for informational purposes. The “Equipment Operations” reflect the basis of consolidation described in Note 1 
to the consolidated financial statements. Transactions between the “Equipment Operations” and ‘Financial Services’’ have been eliminated to arrive at the 
consolidated financial statements. 


DEERE & COMPANY 
SELECTED FINANCIAL DATA 


(Dollars in millions except per share amounts) 





2015 2014 2013 2012 2011 2010 2009 2008 2007 2006 





Net sales and revenues.............::: eee $28,863 $36,067 $37,795 $36,157 $32,013 $26,005 $23,112 $28,438 $24,082 $22,148 
INGE SAIS vases anstguatennncgcamntgtagehaatacatwetetenateeds 25,775 32,961 34,998 33,501 29,466 23,573 20,756 25,803 21,489 19,884 
Finance and interest income.................008 2,381 2,282 = 2,115 1,981 1,923 1,825 1,842 2,068 2,055 1,777 
Research and development expenses............... 1,425 1,452. 1,477 1,434 1,226 1,052 977 943 817 726 
Selling, administrative and general expenses ..... 2,873 3,284 3,606 3,417 3,169 2,969 2,781 2,960 2,621 2,324 
Interest Expense... eens 680 664 74] 783 759 811 1,042 1,137 1,151 1,018 
Income from continuing operations” ............... 1,940 3,162 3,537 3,065 2,800 1,865 873 ~—.2,053 1,822 1,453 
NGG iIMCOME” sassnesnccetteora re rngieeoetntinuengene site 1,940 3,162 3,537 3,065 2,800 1,865 873, 2,053 «1,822 ~——-1,694 
Return on net sales ............ ees 7.5% 9.6% 10.1% 9.1% 9.5% 7.9% 4.2% 8.0% 8.5% 8.5% 
Return on beginning Deere & Company 

stockholders’ equity ........0.0 ee 21.4% 30.8% 51.7% 45.1% 445% 38.7% 13.4% 28.7% 24.3% 24.7% 
Comprehensive income (loss)*...........:..:..0004 994 2,072 5416 2,171 2,502 2,079 (1,333) 1,303 2,201 1,795 





Income per share from 





























continuing operations — basic® ............0000. $ 581 $ 871 $ 918 $ 7.72 $ 671 $ 440 $ 207 $ 476 $ 405 $ 3.11 
—diluted*.........0... 5.77 8.63 9.09 7.63 6.63 4.35 2.06 4.70 4.00 3.08 
Net income per share — basic* ............:::: eee 5.81 8.71 9.18 7.72 6.71 4.40 2.07 4.76 4.05 3.63 
— diluted* oo... 5.77 8.63 9.09 7.63 6.63 4.35 2.06 4.70 4.00 3.59 
Dividends declared per share ..............::::::00 2.40 2.22 1.99 1.79 1.52 1.16 1.12 1.06 91 78 
Dividends paid per share.............00 ee 2.40 2.13 1.94 1.74 1.41 1.14 1.12 1.03 .85'/2 74 
Average number of common 
shares outstanding (in millions) — basic......... 333.6 363.0 385.3 397.1 4174 424.0 422.8 431.1 449 3 466.8 
— diluted... 336.0 366.1 3892 401.5 4224 4286 4244 4363 455.0 471.6 
TOtAlaSSOtS ss scdstinnterss caress anaceedetngaemeaia hese sts $57,948 $61,336 $59,521 $56,266 $48,207 $43,267 $41,133 $38,735 $38,576 $34,720 
Trade accounts and notes receivable — net ....... 3,051 3,278 3,758 3,799 3,295 3,464 2,617 3,235 3,055 3,038 
Financing receivables — net..............e 24,809 27,422 25,633 22,159 19,924 17,682 15,255 16,017 15,631 14,004 
Financing receivables securitized — net............. 4,835 4602 4153 3,618 2905 2,238 3,108 1,645 2,289 2,37] 
Equipment on operating leases — net............... 4,970 4016 3,152 2,528 2,150 1,936 — 1,733 1,639 = 1,705 1,494 
IMVERTORES win crcetesndeeteteabianih ha ceiadentes as 3,817. 4210 4,935 5,170 4,371 3,063 2,397 3,042 2,337 1,957 
Property and equipment — net .............e 5,18] 5,578 5467 5,012 4,352 3,791 4,532 4128 3,534 2,764 
Short-term borrowings: 
Equipment operations...................eeeee 465 434 — 1,080 425 528 85 490 218 130 282 
FinaNGlalSCWVICOS |. ..ccccacnn tocegeaneneewtiancaiales 7,962 7,585 7,709 5,968 6324 5241 3,537 6621 7,495 5,436 
MOtal: ci sschid. thSqnaids aed odd ted olhin bladeaind 8427 8019 8,789 6393 6852 5,326 4,027 6,839 7,625 5,718 
Short-term securitization borrowings: 
Financial services .............:: cece 4590 4559 4109 3,575 2,777 2,209 3,132 1,682 2,344 2,403 
Long-term borrowings: 
Equipment operations............0.c ee 4,461 4643 4,871 5,445 3,167 3,329 3,073 1,992 1,973 1,969 
Financial services .............::eeeeeeeeee renee 19,372 19,738 16,707 17,008 13,793 13,486 14,319 11,907 9,825 9,615 
WOU lsc neta camasaec attain hxanatesdtagecuuentatt 23,833 24,381 21,578 22,453 16,960 16,815 17,392 13,899 11,798 11,584 
Total Deere & Company stockholders’ equity..... 6,743 9,063 10,266 6842 6800 6290 4,819 6533 7,156 7,491 
Book value per share* .......... $ 21.29 $ 26.23 $ 27.46 $ 17.64 $ 16.75 $ 14.90 $ 11.39 $ 15.47 $ 16.28 $ 16.48 
Capital expenditures ....0... ee $ 655 $ 1,004 $ 1,132 $ 1,360 $ 1,050 $ 795 $ 767 $1,117 $ 1,025 $ 774 
Number of employees (at year end)...........000... 57,180 59,623 67,044 66,859 61,278 55,650 51,262 56,653 52,022 46,549 





* Attributable to Deere & Company. 
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Deere & Company 
One John Deere Place 
Moline, Illinois 61265 


(309) 765-8000 


www.JohnDeere.com 


